REDACTED

Federal Communicatons Cammission . DA 10-1554
, Before the
noLREY FRESOPY QP*SH‘-‘L Federal Communications Commission
. WASHINGTON, D.C. 20554 AA Al LE D
In the Maher of } AG 25 ZUI'EI
. ) FCC Mo
Applications of Cellco Partnership d/bfa Yenzon ) WT Docket No. 09-121 & Room
Wireless and AT&T. Inc. )
)
For Conseni To Assign or Transler Conmol of ] File Nos, 0D03888722, et gl., [TC-ASG-
Licenses and Awtharizalions 3 200006 30-00309
)
and }
- )
Resuest for Declaraiory Ruling on Foreign 3 File No. ISP-PDR-20000630-00004
Crarnership )

MEMORANDUM OPINION AND QORDER AND DECLARATORY RULING
Adopied: Augnst 19, 2010 Released: August 20, 2410
By the Chief, Wireless Telecommunicalions Burean and Chief, Intemational Burean:
TABLE OF CONTENTS
Heading _ Paragraph #
1. INTRODUCTION...
II. BACKGROUND ..

|
BN 3
A. Descnpuunuf&pphcanu OOV ST P:
L CellcoPm:’shlpdﬂx’n vmmnW:mle.ss PP S U PT YU |
6
9

P N .- U SRR

B. Description of TIARSACTION ........ccorrie ittt sare s s b sen et b e bt s s S e e b e
(. Tranaaction Reyiem PIOCESE. ... oo eeeeeeeeeece s cteet i aeers e st ee s s sssesaasssmbsmmne s srmeesar s ia s amms b dneeeseteseeanbenes 13

l. Commiesion Review... OO OOV TUR K

2. Deparnmear of Jusijce Revmw ................................................................................................. 18

M. STANDARD OF REVIEW AN} PUBLIC INTEREST FRAMEWORE ... e 20
Iv. QUALTFTCATIONS OF APPLICANTS ... oo ceeeeeenseesseresasiessemneseress o csaniesssessnsssmsnssnsennss sesssssson 24
VY. COMPETITITVE ANALYSIS ........... behereseaEiEEereeriaN dieiee e ReEeee e iEeNA LA L iR S e e he et s Rn e e 27
A, MAKEE D URIIOME L. oiiciiier ;e se s iatesie s ssssserr b urassaressasnssestsssnr itsE0e b araanasit asasme9e a8 ntas s amesasnanese 3l

I s ¥ 13T g ¥ ' =] z

2. Geopraphic MAIKBL ...t s s e s n s et s n s s enas i3

3. Input Market for SPectiIml ....ccoiie ettt e e e 34

4, WBrKe!t PRIGCIPRIE ... cooveueeecceeeeteen et eear e eare e e e et semsaress 2 nsaaes i aabrsnsmeasssase s resorstod 36

B. INOAL SCIERTI ... ccciiiiit ittt ts s e e ssssane e s e ar e e e e araaacassa s e e e e eRmR R RS nanterrrressss s o epadembbbas PR, kY

I. Herzoneal Issoes ....ooeeecen s e eeteaamTaRREreeeeoarE Ly y o ddseaiteennmALR RS EiberrdLLLL L L LS oA ALAAtr e e pe s RR e 42

A B0 T o 43

G TR Ao 1111t =] 1. 3 P 45

C. Market-by-Market ANBIYEIE ....cccooeeivieni e s s et nr i 47

I, ANRIYLCAL STNOATT ...v-..ooeeseeeosssssrreoss e essseesessssroes s smsssseeseeoee eeeesesee s a7



Federal Communications Commisslon DA 1G-1554

2. Resulls of Market-Specific ANALYAID ... covevreierresnn oo sesserseseers sesesmesens e sasestasse s 48

VI. POTENTIAL PUBLIC INTEREST BEMEFTTS.........ccovmuimessesssssimis o iseamassssstssessensssssmsasssssmessssesnes 51

A, ANALYHCA] PRRIMBIOIK . ..oooiuiietiriie st viaetresnsers s s s iesnesssanes s0eta 004258 st dnmebednan s sess s ammn et s emssnastsraes 52

B DHECUSSION <eeotnioriatastiasmnerasssrresssssnssss sessstansssasssrasars s mrasss . ot ossssmsassssssssmessnsssnsssnsssssssessnsosmtnsebrasssnenienns 55

L T T LT PO SO SUEUUUOR TSP 50

WL OTHER LSS U B S et dr et e b e oS RAe b4 4 < e de et e sae e en e e mme e e al

A. FUOBITUNE .. .. cooceeeecrcmeceieerseeeres e esee s e essessmessesse s peese e ebetbar e sttt b e et r e ameeas e et f2eentwemnsnmeansremeen e 6l

B. Handser Avsilability and Exclusive Handset AgroemEnES ... c.co..coocvemeseerisnsmssrssssnesnsn s imnmnnsoes a5

C. Customer Tranition MatErS....... ... s bt e e s s s ss s ses o se 68

Ty T L PO 18

E. Ex Parte S1ams of the Proceeding...................coemeemeeeeee et et eeeeeeees e eee e #5

F. Comment of WRI131.5 FM...... ... FA SRR E T s R r Rt s 91

G. Verizon Wireless Foreign OwWnership .........cocoonmenmmmrs s irsscabssssssrss e eessvme sess s o 92

1. Review of Foreign Owpesship Lssues ......... U UTOUTUTT - 93

2. Declaratory RIMIDEZ. .. c..covrvrriciiiiiiiiisi s ssdssmn s bn e sbidsaeron s ssre s s sessesasrares sit s bbb kst ahenenans 99

H. Intemational Domuinant Camier SEENAIDS ... et sssres e e e mn e 10

WL CONCLIISIOMN ..ot cee e ee e st s s sems e e s sasm s ear s pade e e bra nasme e s erasameaet 2 mmer e e e sansnee s emterrans 103

IX. ORDERING CLAUSES ..ottt ettt snssins s s e s s s b 104
APPENDIX A — Map ol Markets -

APPENDIX B — Applications Granted
APPENDIX C - Pelitioners and Commenlers

L INTRODUCTION

1. In approving AT&T s acquisilion of Centennial, the Commission required that AT&T
divest licenses apd associamd business unils in seven of the affected markets in order 10 preserve and
promote mobile compenitian in these markets.! The United States Department of Justice required that
ATE&T divest licenses and associated business unils in one additional market.” Today, we approve the
transfer to Verizon Wireless of licenses and bosiness unils in sia of these eighl markers. In these i
markets, Verizon Wireless comently dees not provide service of provides service anly to parts of the
markei. With approval of (his transection. Venzoo Wireless will be upgreding the 2G services offered by
the divesled business units with 3G offerings for consumers thraughout (he divested areas. Following
Commission precedent, we closely scrutinized the individual markets thet potentially raised comperitive
concerns, and considered potential harms as well ap porestial public oterest benefits.

2% Specifically, we gran( the applications® of Calica Partnership d/b/a Verizon Wireless
("Verizan Wireless™), and AT&T Inc. (“"AT&T ") (logether wilh Verizon Wireless, Lhe “Applicants™), and
cernin of its firture subsidiaries, to assign or transfer control of certain wireless licenses and related

' Applications of AT&T Ine. and Centennial Communications Corp. For Consent 1o Transfer Contrel of Licenses,
Antharizations, and Spectrum Leasing Ammangenents, WT Docket No. O8-246, Memoraadum Opinion and Order,
24 FCC Red 13915 (20090 (PAT&T-Cenvermial Onders’”).

2 Uniled Stales of America and Sz of Louisiana v, AT&T, Inc. and Centennial Compunicationa Comp.,
Competitive npact Salement. Case No. L:-9-ev-01932, gt 10-13 {fAled Oci. 13, 2009) ' DOT ATAT Comperitive
Impact Statement”). The eddiioual marke: in wiich the Antitrust Division of the United States Departmenl of
Tustice ("DOI") required divesomre is CMASD] (Misgissippt ¥ — Copiah). See id.

? File No. 0003838722 has beep detignauied the Lead application {* Applicatiou”) for the wireless radio services, The
olher wireless application conlaina an exhibit referring Lo vhe exhibits anached w File No. 0003838722, Thus, for
couvenience, when referring 10 these applinations, we only cile m the Lead Application.

2
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authorizations® held by AT&T and ils subsidiaries to Verizon Wireless. Our consemt is given pursuant to
seclions 214 and 310(d) of the Communicetions Act of 1934, ar amended (*"Communications Act™),
under which we must determine whether approval of the Applicants’ proposed transaction woald serve
the public unterest, convenience, and necesaity. In xddition, we grant the request for a declaratory ruling
thar it jg in the public interest for Zodiac Neweo, LLC (“Zodias™) and Lafayette Cellular Telsphone
Company ("'Lafayerie”), proposed future direct and indirect subaidiaries of Yerizon Wireless, 1o have
indirec| foreign ownership in excess of the 25 percemt benchmark under section 31(b)(4) of the
Communicatians Act.” Qur action (o grant the subject applicalions partially effectuates the requirement
imposed by the Commiszion in the AT&T-Cenrenmial Order that AT&T divest cerain business onils as a
condition of Commission consent for it to acquire licenses and autharizations held by Centennial
Communications Corp. {"Centeaniat™).”

II. BACKGROUND
A Descriptlon of Applicants
1. Cellco Partnership d/b/s Yerizon Wireless

3 Verizon Wireless is a jc-inl vepmre berween Yerizon Communications Ine. {“VYerizon™)
and Vodafone Group Ple. (“Vodafone™).! Verizon owns a controlling 55 pucenl. ownership interest in the
joinl vepture, and thns has control of Verizou Wireless and ils snhaidiares.” Verizon Wireless is
headguartered in Basking Ridge. New Jersey. " Verizon Wireless Tepors that it 15 the mdusiry-leading
wireless company in the United States based on operaling income,” and the largest wireless service
provider in the U.S. based on the number of retail customers.* Varizon Wireless pravides wireless voice

* The autharizations involve radio service licenses noder Parts 22 and 101 of the Commmission’s rules as weil as
inernaional seclion 214 auherizatiens. See infre pam. 9.

* a7 LS.C. ¥4 214, 310(@).
$ 47 U.S.C. 3 310MNA).

? Specifically, this proposad trunsaction would fulfill the requited divesiinre in five of the seven CMAS sex forth 1o
the ATAY-Centennial Order. The divestitare in CMASQ included in the pending applications was required by the
DOF. See DOY ATET Competidve Impact Statement at 10-13. Divesttures in the remaining too CMAs are the
subject of separate applicaiions involving an agreement beiween ATST and Texas 10, LLAC that we recently
granted. See Wirelass Telecommunications Bureau and International Bureau Grant Consent for the Transfer of
Cortro] and Azsigninent of Licenses and Autherizanons from ATET Ine. to Texas 10, LLC, WT Docket No. 10-78,
Public Notice, DA 10-1552 (WTB/B rel. Ang. 17, 2010). See infra pars 12.

# See Verizon Communications Toc., SEC Form 10-K, a1 3 (for ihe fiscal year ended Dec. 31, 2009) (“Verizon 10-
K™, available ar bopfiwww sec. gov/ Archivesfedgaridatal TIZT 1270001 193 125 1004 1685/d10k.hibn; Verizon
Communcations, 2009 Annual Repert, a1 21 (*Verizon Annual Repost™. available at _

hittp: Hinvestor verizon.com/financialiquartedy/pdfi0S_annual_repori pdf. While Verizon Wireless is uot a reporting
company under the Securities Exchange Act of 1934 and does not make Securities Exchange Commission (“SEC™)
fitings, information about Varizon Wireless is included in earnings aprouncements and SEC fitlogs by Verizon
Commuaication, Inc. See Verizon Wircless, [nvestors, availeble at hup/inews. vzw, comfmmlurﬁndex himl (last
visited Aug. 11, 2010).

¥ $ua Verizon 10-K ar 3; Verizon Aonval Report at 21.

° Verizon Wireless, About Us, Facts-al-a-Glance, awaiable ar heeg:/isboutus. vzw.com/alaglance.himl ("Verizon
Wireless Facis™) (last visieed Aug, 11, 2010).

W goe Verizon 10-K at 4.
leee id.
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aud dara products and other value-added services and equipment sales across the Uniled States.” The
company utilizes Code-Diviston Multiple Access ("CDMA™) lechnology. 1 Verizon slates that its
wireless network covers a population of approximately 290 million and provides service to nearly 91.2
million customers, as of Dmember 41, 2009. For 2009, Vﬂnmu stales that ity domestc wireless
revenues were $62 billion."

4. Verizon is incorporated in Delaware and headgliartered in New York."” It provides
wirelioe, wireless, and broadband services ro mass markel, busineys, government, and wholegale
customers.”® Verizon operales lwo reportable business segments - Domesiic Wireless and Wireline.”
For 2009, Verizon slales thal its wireline revennes were 546 billion,™ and Verizon, which 33 uaded on the
New York Stock Exchange,” generaled consclidated revennea of approximately 5107 8 billion. ™

5. Vndafunt:, a public limited company mcarpnmred in Enpland with a reglsmmi office in
Newbury, England,” holds a non-controlling 45 percent intsest in Verizon Wireless.* Vodafone
provides mobile voice and deta, paging, and intemnel services in 30 covmmics in Burope, Asia, the Middle

13 ¢ee Verizon Wirelese, Investor Relations, Business Unitg, Domectic Wirtless, availabls a7
hiip/finvestor. verizon.com/businessy/wireless, usp (1aal visited Ang. 11, 200100

14 Verizon 10-K ar 5. Verizon Wireless staes (hal it has deployed CDMA-1xRTT chnology in virtaslly all of it
cell sites nadonwide end thar it had deployed Evolonom-Erala Optimized (“BY-IO"1 technology in spprosimately
94 percent of its cell sites in its CDMA netweork as of December 31, 200, with addidanal deplaymen. ongoiog. id
Ag a resoll of Yerzon Wireless's acquisitiom of ALY TEL and Rueml Cellalar Carparaiian, Verizan Wirsless also
provides GSM service and fulfills GSM roeminp obligetions in cenain inarkew. f4

Y verizon 10-K at 5. This figure includes the 105 markets the Commission required to be divested in its arder
approving Vernzon Wirelees”s sequisition of ALLTEL Corparation ("ALTTEL"). Ses Applications of Cellea
Partnership d/bfa Yerizon Wirelezs and Attantis Holdings [1.C Por Consent to Transfer Control of Licenses,
Authorizations, and Spectium Marager and Be Facro Transfer Leasing Arrangements and Peation for Declaratory
Ruling thal the Transaclion i5 Consistent with Section 310(b)(4} of the Communications Act, WT Docket No. {8-95,
Memorandum Gpinion and Order and Declaratary Riding, 23 FCC Rod 17444, 17515-16 94 157, 159 (2008)

(" Vericon Wireless- ALLTEL Order™).

" Verizop 10-K a1 3.

" I4; Verizon, Invesior Relations, Company Profile, Corporae History, awailable ar
g Hinvestor verizon. com'profiictusooyfinde x_aapx (last visited Avg. 11, 2010}

% ¥ erizon, Inveslor Relations. Company Profile, Overview, available ar
higr:Hinvesior verizon comviprofilefoverview aspx (last visited Aag, 11, 2010).

* Coe Verizon Annul Eeport al 21; Verizon, Tovesior Relardons, Business Unim, awzilable af
hup:Hinvenor. verizan.comvbusinessfindex sspx (Jasi visited Avg. 11, 2010}

2 Veriaom 10-K at 10,

% Verizon, Corpocate. Hiewory, Histocy of Verizon Communicadons, availafle ar
heip: finvestor. venzon.com/profile story/index.aspx (last vigied Aug, 11, 2010).

B Verizan Aonual Report ae 17, Werizan, [nvesior Relations, Company Profile, Corporate History, Recent Verizon
Histary, dwaifable a¢ htp:ifin vesior. venzon comprofileshismry/index aspx (last visited Ang. 11, 2010).

B yodafone, About Vodafone, availzhle at
hitp/fwww.vodafone.comvstart/invasior_relatoogs/vodafone_al_a_glance) hunl {last vmmd Aug. 11, 2010) (*Abown
Vodafone™).

 verizon 10-K a1 3.
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Esst, and the United Slates through subsidianies, jont ventares, and other investnents.® Its ordinary
shares are ligted an the I_A:nndnn Stock Exchange and i1s Ametican Depositary Shares are hsled on the
NASDAQ Swck Market.” Its revenve for the year ending March 31, 2009 was £41 billion.?

2. AT&T

. AT&T, incorporated in Delaware and headquanered in Dallas, Texas, is a
communications holding company. ™ With its subsidiaries, affiliates, and operating companies, AT&T
states that il enks amonyg the leading providers of telecommunications services in the United States and
around the word.® AT&T asseria that, at of December 31, 2009, il was a leading provider of wireless
dats im the U.S, wireless indusiry based na subscribers™ and (he largest commmunicalions campany in the
waorld by revenue.”’ The company reperiad more than $123 billion in revenues in 2009.™

7. AT&T has four main operating segments: wireless, wireline, advertising solulions, and
othar,® The wircless segment consists of AT&T's subsidiary, AT&T Mobility, which provides wireless
services to both business and consumer customers This segment represenis approximalely 43 pe:rr:nl
of 2009 total segment operating revenues.> AT&T has more than 85,1 million wireless subscribers.®
3G nelwork uses High Speed Downlink Packet Access/Universal Mohile Telecommanications S}'Stﬂm
(“HSDPA/UMTS"™) technotogy.”

3 See About Vodatone; Vodalone, Fect Shees, avaitable ar
begrfwww . vodafons comdstartfinvesior_relaiana/vodafone at a_glanceOAact_sheet himd {lacl visited Aog. 11,
2019).

2 tes Ahoul Yodatone.

7 Vodutone Group Ple, Annual Repen Far the year ended March 31, 2009, Performance, Operating Resylts,
avatlabile at

mp:/twewew. vodalone. comfsuatic/annual_report)d/perfurmance/operstng_resuls/2000_comp 2008 /indes. hanl (e
visited Aug. 11, 201107,

B AT&T Inc., Form 10-K, et 1 ¢filed Feb. 25, 1[:-1-:1} (“AT&T 10-K™) available ar .
hip:/fwww sse.goviArchives'edgar/dala/7 32T 170000732717 100000130000732717-10-0000 1 3-index.hrm,

B ATET 10-Kar 1.
¥ AT&T 10-K a 3.

" AT&T, About Us, Carporate Profile, Key Facts Abaut AT&T (“AT&T Corparate Profile Key Facis*), available
@ hitg #www. 8 com/gen/invesior.relations Ppid=5711 (last visited Aug 11, 2010},

#AT&T Inc., ATAT Inc. 2009 Annual Beport, Ex. 13 (filed Peb, 25, 2010), available af
hiLpffwerw see. goviArchives/edgar/dala/7327 170000732717 1000001 100007327 1 7-10-000013-index hem.

B ATET 10-K at 3,
¥ AT&T 10-K ar 3.
Y AT&T 10-X ac3.
* AT&T Carporate Profile Key Facia.

” ATET, Wircless, Our Techoology 21 1, availahfe ot hup:/fecww wireless.ar com/aboul/our-echnology. jsp (dast
vizited Aup. 11, 2010). AT&T also offers a High Speed Uplink Packer Acceas ("HSUPA™)-enabled rerwark o
wireless leplop users. AT&T, Aboul Us, Corporaie Profile. Newwarks, available at

hip: ffoww an.comfgenfinvestor-relatons ?pid=5711 (Jam vieited Aug. 11, 21}1[}} ATET oflers cusipmerz Wi-Fi
access a1 more than 125,000 hot spots around the world, fd
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B ATA&T s wireline sabsidiaries provide both relail and wholesale comnnonicalions services
(both voice and deta) doinestically and internationally.® The adverising solulions segioent ncludes
AT&T s directory operalions, which publish Yellow and While Pages direclories and sej] direclory
advertising and Iniernet-based advertising and search.” The “other™ segment inclades sperations from
Slerling Commerce, AT&T s business integration sofrware and services subsidiary, operator services,
corporale and other operations.™ :

B. Descriptien of Transaction

2 On June 30, 2009 and March 5, 2010, the Applicants filed a temies of applications
pursuant to sections 214 ard 310(d) of the Cormunuicarions Act,” and a requesi for a declaratory ruling
that it 15 in the public interest [or Zodiac and Lafayene (o have indirect l‘urei;n owiership in excess of the
25 percent benchmark under section 310(b}{4) of the Communications Act.*’ In these applications, the
Applicants seek Comimission approval of the transfer of conirel from AT&T 1o Verizan Wireless af
certain wireless licenses and related authorizations in Louisiana and Mississippi held by AT&T and its
sohsidiaries. These licensas and anthorizations wers part of the trancactinn by which ATET acquired
conirol of Centennial and ils sul:maliu:]iarh?.:ﬂ,‘13 The instamt assignment and transfer of control applications
inyolve licenses for the Pant 22 Celiular Radictelephone Service and the Pan 101 Common Carrier Fixed
- Point-to-Poini Microwave Service,* a8 well as a partial assignmment of an internatianal Section 214
anthorization.*

10. Pursuant 1o a purchase agreement the Applicants entered imo oo May 8, 2009, Cenlennial
and Cemennial Southeast License Company LLC, a 100 percenr direct subsidiary of Centennial, will
contribule licenges, anthorizalions, and related assels that are the snbject of (e pending applications, and
Centennial will contribute: ils peneral partmership intereat in Lafayetre, a 95 percent direct enbeidiary of

?® AT&T 10K a1 4. This segment represen s approximaely 31 percent of 2000 segmenc operating revenues. ATET
10-K ard. .

¥ ATAT 10K a1 5. This e gmenl represen(s apposimaely fow percerd of 2000 segment operaling revEnues.,
AT&T 10-K bl 5.

©ATET 10K al 5. ATET hae entered inlo &n agreemer o sell i Sterling Commerce subsidiary o IBM, &
ransaction AT&T cxpects will close in te second Lualf of 2010, 2z ATET Inc., SEC Form 8-K (dmed May 23,
2010, avaclable ar hipdfwraw sec. gov/Archivesfed gardlaa7327 L 70000732717 10000009 /s erting Bk him. This
segmant nePrestnls approLimately ope percent of 2008 mgment oparaling revennes. ATET 10-K ar 5.

147 US.C. &8 214, 1 1KA).
47 US.C.§ 2ID)(4).
Y Sap genermily ATAT- Centennial Order.

* Lag Rile Nos. DDDA8287 18, 00888722 (emended Mar. 5 and Tuly 30, 2010}, See alro Cellco Partmership d/hfa
Verizon Wireless and AT&T Inc. Seek FCC Consent To Assign o Transfer Conmol of Licenses and Request for a
Declaraiory Roling on Foreign Ownemhip, WT Docker No, 09-121. Public Notice, 24 FCC Bed 11314 (2008)
{""Comment Public Notice' . Cellco Panmership dhva Verizog Wireless and ATET Inc. Seek POC Consenl Ta
Ansign or Trensler Canmual of Licenses and Reques for a Declarsiory Ruling on Foreign Ownership — Arcended
Application, WT Dacka Na. 09-121, Public Movics, 25 FOC Red 3031 (2010} ("Second Comment Public Notice ™).

** gee File Na. ITC-ASG-20090630-0010% (partial assigament froin Cenennial Communications Corp. o Zodise
Mewcd, LLC) (214 Application™). Zodiae will provide imemaiional service pursuant o inlematienal section 214
suthorizetion Fite No. 1TC-214-20100621-00260. Cenlennial will continue o provide inlernational serviee Lo s
remaining Cuslomers pursiant o e axisting inlercational sectnon 214 amhemization, ITC-214-19970923-00579.

6
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Centennial, to Zodiac, g newly-formed wholly-owned indirect subsidiary of ATAT.* Subsequently, the
indirect ATAT subsidiary that is the parent of Zodiac will tansfer its ntereat in Zodac 1o Verizen
Wireless, thereby cansing Zodiaz 1o become a whally-owned subsidiary of Yerizon Wireless.* Afier
consurnmarion of the propoeted transaction, the licenses and authorizations Lthat are the subject of the
instant applicetions will be controlled by Verizon Wireless.”

11.  Asaresull of the proposed rransactian, Verzon Wireless will acquire fromn AT&T the
aysely af the Cenlennial wireless burinesses in CMA 174 {(Lafayete, LA), CMA458 (Lovisiana 5 ~
Beauregard), CMA459 {Lonisiana & - Iberville), CM A4S0 (Lonisiana 7 — Weat Feliciana), CMA 500
{Mississippi 8 — Claibome),® and CMASD] (Mississippi 9 - Copiah) (collectively, Lhe “Divesiurs
Markeis™).*

12. The remainig two markers in which the Conmussion required divesliires in the ATAT-
Centennial Order’" are Lhe subject of separate transfer applicalions. Those upplications propose transfer
of those business units to Texas [0, LLC, which, directly or through affiliates, provides wireless services

“iu rural ereas in Montana, Wyoming, Texas, and Oklehome, ofien under the name Cellular One.* We
recently gronted these two applicatons.™

C. Trensaction Review Process
1. Commisgdion Review

13. On June 30, 2009, the Applicants filed applications seeking Cornmission approval of the
transfer of conol from ATET to Verizon Wireless of certain wirelees licensas and related authatizations
in Louisiana and Mississippi beld by AT&T and its subsidiaries,™ and a request For a declaratory ruling
thet it is in the public interest for Zodiac and Lafayetee to have indirect faregn ovwnership in excess of the
25 pescent benchmark nnder section 310(b)(4) of the Communications Act.™ On AnF.lut 31, 2009, the
Commission refeased a pubkic notice seeking comment on the proposed transaction.” The Commens
Public Notice established a pleading cycle for the applications, with pefitions to deny due September 30,

* Appicarian, Public Intevest Ststemen: it 4.

v Applicaiion, Public Inizrest Stavement at 4; Leter from Nancy J. Vicuary, Wiley Rein LLP, Counsel for Verizon
Wireless, m Marlene H. Dortch, Secretary, Federal Communicarioms Commiasicn {Aug. 4, 2010).

* Applicarion, Public Toeresr Sunement at 5.

¥ Applicarion, Public Interesi Statemnent at 3. These assets include the cellular A-bend licenses for thoss CMAs,
along wilh the cusiomed and substanially all operafional and relaie=d assets of the [ormer Ceniznara! wireless
businesses in these areas. Application, Puhlic Inerest Staemwear at 3.

® Application, Amendment to Description of Transacton a 1.
¥ Those two markeis are CMA205 {Alexandria, LA) and CMA456 (Loulsiana 3 — De Soto).

L Tesms 10, LLC and AT&T Inc, Seek FCC Consent To Assign Licenses apd Authorizations, WT Docket No, 10-
78, Public Nonce, 24 FOC Red 3027 (2010). Some of thast companies slso operate under Lthe name Chingok
Wircless,

T See¢ Wireless Telecommunications Bureau and Internatonal Bureau Gram Consent for the Transfer of Control and
Agsipnment of Licenses and Authorzations from AT&T Inc. 1o Texas 19, LLC. WT Dockes No. 10-78, Prdlic
Notice, DA 10-1352 (WTB/IB rel. Aug. 19, 2014).

H See supra noies d4d, 45,
B 47 U.8.C. 8 310Mb)(4).
% Comment Public Nofice. 24 FCC Red ai 11316,
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2009, oppasitions due Oclober 13, 2009. and replies due Oclober 20, 2005.” On March 5, 2010, the
Applicants armended the applications 1o yeek anhority o permit AT&T 1o transfer to Verizon Wireless
several additional enthorizatians that previously were nat incladed in the spplications.® On March 26,
2010, the Commission released a second public nolice seeking comment on Lhe aimended application. ™
The Srcond Comment Public Notice eatablished a pleading ¢¥cle for the applications, with petitions Ip
deny due April 26, 2010, oppositions due May &, 2010, end replies due May 13, 2010.5

14. In response 1o the Camment Prblic Norice, the Commission rzceived a petition to deny
filed by Cellular South, Inc. (“Celluler Sooth™).¥ Callular Sonth also filed a petition for expedived
reconsideration requesting (hat the Commission reconsider its decision, in the Comvrent Public Norice, to
use permil-bui-disclose ex parie procedures for the pmcmding.'ﬂ The Applicant Rled & Joint Opposition
an October 13, 2009.% The Commission received a reply ta the Toint Opposition from Celtalar South.
In mfjpnnsa lo the Second Comment Public Notice, the Commission received a comment from WRIT 1.5
FM.

15, Confidential Materialy. On November 15, 2009, the Wireless Telecommunicarions
Bureau ("Bureay™} issued a projective order (o entore thal eny confidential ar proprielary docuninents
sobmiued Io the Commission would be adequately protected from poblic diselosure and announcing the
process by which interested paries conld gain access (o confidential informatian tiled in the record® On
May 19, 2010, (he Bureau released a second protective order, raqnested by the Applicents,” (o provide
addirional protection 1o those documents and that informalion contained im AT&T 3 and Verzon
Wiraless's responses {o the Borean's informaiion reqoest considered 1o be Inghly sensilive and

7 Qe id 11314,

** See File No. DOD3888722 (amended Mar. 5 and Joly 30, 2010,

%% Second Commens Public Natice, 25 FOC Red au 3033,

T See id ar 3033,

% Petition 1o Deny af Cellular South, Inc., filed Sept. 30, 2009 (“Cellnlar South Progon™).

“? Petition for Expedited Reconsideration of Cellylar Sauth, Ine., filed Sept. 29, 2008 (“Cielinlar Sauth Petition foar
Reconsideration”).

* joiot Oppasition af Verizon Wireless and AT&T Inc. ta Petition 1o Deny, filed July 30, 2009 (“Jaint
Opposilon™).

e Reply of Cellular Sonh, Inc. o Jaint Oppositon of Yerizon Wireless and ATAT Inc. w Petition 1w Deny. filed
Oct. 20, 2008 (“Cellular South Reply'').

* Comment of WRJI 91.5 EM, filed Agril 19, 2010 (“WRJT 91.5 FM Comment'').

& Applications of Cellce Paripership dhfs ¥erizon Wireless and AT&T Inc. For Consent To Assign or Transfer
Conmol of Licenses and Avthorizauons end Request for Declaraory Roling on Poreign Qwnership, WT Docket No.
09-121, Protective Order, 2d FLC Red 12868 OWTE 2009) (“Profechive Order™).

3 etter From Nancy C. ¥iclory, Wilsy Rein LLP, Counsel for Yerizon Wireless, and Mawreen B Igﬁrzys, Amold
& Poner LIP, Counsel for ATET, o Marlene H. Donch, Secretery, Federal Commonicatipns Commmission (Mer, 9,
2010 : :
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confideniiel.® The Bureau received acknowledgements pursnant (o the Protective Order from six
individuals.%®

16. On Tanuary 5, 2010, the Byrean released a pablic notice announcing that Nunsbering
Resource Ulilization and Forecast (“NRUF") reports end iocal number portability (“LNF") data would be
placed into the recond and adopled a proteclive order porsuant Lo which the Applicarts end 1]:urd parties
would be ellowed 1o review the specific NRUF reports and LNP data placed into the record,™ The
Burean received acknowledgements pursuant to the NRUF Protective Order (rom three indivichials
seeking to review the NRUF and LNF data that is in the record.”

17, Bureou Regquests for Dncm.enrs and Information. On Novemnber 19, 2009, pursuani o
section 308(b) of the Communications Act,”” the Burean requested a sumber of docunenls and additianal
infarmation from the Applicants by December 3, 2009 Among other things, the Borean asked the
Applicants to provide further information regarding the GSM aetwork formerly owned by Centennial that
Verizon Wireless will acquire, roaming opporiunities, service, rate plans, and handsets.” On December
1, 2002, Fanvary 25, and Apnil 2, 2010, Verizon Wireless requested extensions of ime o provide its
written responses 1o the information request of 60 days, an additional 60 days, and three business days
foltowing grani of the Applicants’ request for the Second Protective Order, 1'!:-51:I'E:|::tj.‘l.-ﬁal‘j.l'."rj Following the
Commission grant of the extension of dme request and the issuance of the Second Profective Order on

“ Applications of Celleo Parmership dha Verizen Wireless and AT&T Ine. For Cobasm To Assign or Transfer
Control of Licenses and Authorizations and Request for Declaralory Ruling on Feeign Ovmership, WT Docket Mo.
09121, Secord Protective Order, 25 PCC Red 5580 (WTH 2010) ("Second Protective Order’).

¥ Leter from John R. Feore, Jr., Dow Lohnes, PLLC, Counsel for Telephone USA, i Marlens H. Bomch,
Secrelary, Federel Communications Commission (Dec. 3, 2009) {(scknowled gements of eonfidentiality for Joha B
Feore, Jr., J.G. Hamingtom, Ichn 5. Logan, Joshua M. Pila, and ¥icki Lynne Lyile); Letter from John B. Feoe, Ir.,
Dow Lohnes, PLLC, Cauasel for Telephope USA. wo Marleot H. Daoxich, Seeretary, Fedenl Communicarfons
Commiszion {Dec. 29, 1009) {acknowledgement of conlidenrality for Verdene Colirane).

™ Applications of Cellco Partmership d/b/a Verizon Wireless and AT&T Ine. For Consent To Assign of Transfer
Control of Licenses and Auvthorizatians and Request for Declaratory Ruling on Foreign Owoership - Numbering
Resource Ulilization and Forecast (NRUF} Reports and Locsl Number Portability Reposts Placed Tato the Record,
Subject o Protectve Ocder, WT Dockel No. 092121, CC Docket No. 99200, Public Netice, 25 PCC Red 592 (WTH
2010); Applications of Cellco Panmership otva Verizon Wireless and AT&T Ine. For Consert To Aasign or
Transfer Conrol of Licenses and Authorizatioms and Request for Declaratory Ruling oo Forsign Ovmerthip, WT
‘Dockes Mo, 09-121, CC Docket No. 99-200, Protective Order, 25 BCC Red 5¢ (WTB 20103 (“NRUF Pratective
Order").

" Lenes from Cathetine M. Hitke, Wiley Rein LLP, Counsel for Verizon Wireless, to Marlene H. Donch, Secrewry,
Federal Commnncations Commission (Jan. &, 2010) (acknowledgemeats of coufidentiality for Nancy ¥ Victory,
Cathesine M. Hilke, and M. Ethan Lucarelli). .

2 47 U.5.C. § 308(b).

? Letter from Ruth Milkman, Chief, Wireleas Telecommunications Bureau, Fedem) Cammunicaicms Commission,
ta Michzel Samsock, Verizon Wireless, and William R. Drexel, AT&T (Nov. 1%, 20003 ("Information Requast™).

M ¢op id. al Anachment.

™ Lewer irom Nancy J. Yiciory, Wiley Rein LLF, Caunse! far Verizon Wireless, 1o Marlens H. Donch, Secrewry,
Frderal Commuonicatioas Commission (Tec. 1, 2009); Lettar from Nancy 1. Viciory, Wiley Rein LLP, Counae! [or
Verizon Wireless, o Mearlene H. Doneh, Secrerary, Feders) Communications Commission (Jan, 25, 2010); Leqer
om Nancy 1. Viciory, Wiley Rein LLP, Counsel for Vepzon Wireless, 1o Marlene H. Derich, Secretery, Federal
Commonicabomm Cormumission {Apr. 2, 20100,
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May 19, 2010, the Applicants provided responsive documents and information on May 24 and 25, 2010,
some of which was provided subject to the provieions of the Protective Order and the Second Protective
Order. On May 19, 2010, the Burean advised the Applicams thal it was slopping the informal 180-day
review clock [or this proceeding from the time the response: 1o the Information Request was due on December
3, 2009, uniil Lthe date the Applicants submirled their responses to the Information Rﬂqut‘.a[.n

2..  Department of Justice Review

8. On Ocrober 13, 2009, the Antimust Diviston of the United States Departrnent of Justice
(DT} filed a series of docurnents, including a complaint and preservation of assets stipulation and
order, with the United States District Court far the District of Columbia (“D.C. District Court™) reflecting
Lhe sectlernent betweea the DO and AT&T and Centennial designed to eliminate the anticompetitive
efferts of the AT&T-Centennial wansaction in certain markets,”” and the parties jointly filed a Final
Judgment wilh the D.C. District Court ¥ This wmnsaction aids AT&T in fulfitling its divestiture
obligations under Lhe settlement agreemenl with the DOF.

12, Under Lhe Final Judgment issued by the D.C. District Court,™ the DOJ must be saiisfied
that the divestitore of assels will be accamplished such that “these assels can and will be used hy the
Acquirer(s) as parl of a viable, ongoing business engaged in the provision of mobile wircless
telecommunications services."* In addition, the divestiture of assets “shall be made ta an Acquirer ar
Acquirers that, i plaindiff United States’s eole judgrnent, upon consaltation with the relevant plaintsf§
State, has the wnrent and capabiliry {including the necessary managerial, operational, technical, and
financial capability} of competing effectively in the provision of mobile wireless telecommunications

* Lener from Nancy 1. Victory, Wilsy Rein LLP, Counsel for Yerizon Wireless, (o Marlene H Doxich, Secrelary,
Federal Communications Commission (May 25, 2010) (“Verizon Wireles loformntion Request Response™); Letter
from William B. Coolk, Ir., Amold & Porter LLP, Coensel for AT&T, wo Marlene H. Dorich, Secretary, Faderl
.Communications Commission (May 24, 2010) ("AT&T Information Request Reaponse™).

On January 25, 2010, Telephone USA filed a written ex paste communication wilh Lhe Commission respemdiog w
and comupenting on the Venzon Wireless Information Request Response in WT Dockel No. 09- 104, Lenier from
Joha B. Feorg, It., Dow Lohaes, PLLC, Counse! for Telephone TISA, to Marlepe H. Dorch, Secretary, Federn|
Communications Commission (Jan. 25, 2010). The arguments in this filing are primanly directed wward Verigan
Wireless's disposition of the ALLTEL divestinure assets, which is not an issue raised by the applications befare vs in
this proceeding. We thus do not address these issues herein. Moreover, the raised issves are discusted in detn] in
Applications of AT&T Inc. and Cellco Pantnership dft/a Verizon Wireless For Consent To Astign or Transfer
Control of Licenses and Anthorizations and Modify a Spectram Leasing Arrangement, WT Dockedr No. 09-104,
Memarardum Opinion and Crder, FOC 10-116, | 116-133 {rel. Juna 22, 2010) {"AT & T-Verizon Wirelesr Order™),

™ Lener from Roth Milkman, Chisf, Wireless Telecommunications Burean, Feders] Communicaions Commission,
to Micthacl Sarmaock, Yerizton Wireless, and William E. Drexel, AT&T (May 15, 2010).

™ Ses genernily United Stares of America and State of Louisiana v. AT&T, Inc. and Centenniel Communicatons
Coap., Complaint, Cage No. 1:09-cv-01932, a1 7-9 §1 17-19 (filed Oct1. 13, 2009} ("DOJ AT&T-Cenlennial
Complaint”™); DI ATET-Centemial Competitive Impact Slatemenrt a1 7-10; Umeed States of America and Siaee of
Lovisiane v, ATLT, [ne, and Cemennial Communications Corp., Preservatign of Assets Stipulstion and Order, Case
No. 1:08-cv-01932, 21 6 (Aled Oct. 13, 2009) ("DOTAT&T-Cemennial Stpulation and Order”y. All DOJ flings
regerding this matter are available at hipwoww usdoj. goviar/cases/ancenisanial him.

™ See Uaited States of Amerira and Stace of Lovigians v. AT&T, Inc. and Cearennial Communications Corp., Final
Judgment, Cage No. 1:09-cv-0193Z (filed Oct, 13, 2009) ("D ATAT-Centennial Final Tudgment™).

Y United Stares of America eral v. AT&T, Inc.. and Centennial Communicanans Corp., No. 1:08-cv-1932 (HHK),
2010 WL 1726830 (D.D.C. Feb. 20. 20103 (*{/.5. v. AT&T and Ceniennial™),

Mrd a5

10




Federal Communications Comuniscion DA 10-1554

services."™ The Final Judgmene divided the markets inio three clusters and direcied that cach cluster be
sold 1o a single purchaser unless DOJ approval was obtained 1o hreak up a cluster to mliiple acquirers.”
Also, the Fmal Judgrrent provided for the provision of fransition services by AT&T for a period of up to
one year™ The DOJ conducted its review of the proposed transaction ix light of these requirements and
its governing statulocy auumnt}r, and the DCYJ has approved the propored divestiture of the busmess units
associated with (he six markels o Verizon Wireless.

IIl. STANDARD OF REVIEW AND PUBLIC INTEREST FRAMEWORK

20, Pursuzni. o sectons 214(a) and 310{d} of the Communications Act, the Commission
musl determine whether the Applicams have demonstrated Wiat che proposed aseignmenl and I:rans.l'er of
cantrol of licenses and authorizalions will serve the public interest, convenience, and necessity.™ In
making s assessment, we first atsess wherher the proposed ttantaction complies with Lhe spﬂclﬁc
provisions of the Coinmunications Act,™ other applicalie stattes, and the Commission’s rules.” If the
transaction does nor violate a stamie or rule, we next consider whether it could resuit in public inlerest
harms by substantially t"rustmting or impairiog Lhe cbjectives or implemenlalion of the Commumications
Act or related statures.® We then employ e balancing st weighing By potential public interest harms of
the propased transaction against any potenlial public imerest benefits.”” The Applicants bear the burden
of proving, by a prependerance of the evigence, thar the proposed rransaction, on balance, will serve the
public interese.™

21.  Our public imerest evaluation also necessarily encompasses the “broad aims of the
Communivaions Act,” wlich mchide, among other things, a deeply rmooted preference for preserving and
enhancing coinpetition in relevant markets, accelerating private sector deployment of advanced seraces,

1.

. a6,

1.

® 47 U.S.C. 34 214(8), 210(d).

B Section 3t0{d), 47 U.S.C. § 31N, tequures thar we consider the applications as if the proposed transferee were
appiying for the licenses directly under section 308 of the Act. 47 US.C. § 308, See, eg. ATET-Verizon Wircless
Order at' 122 193 ATET- Centennial Order at 13927 § 27; Varizon Wireless- ALLTEL Order, 23 FOC Red at 17460
4 24; Sprint Nextel Corporation and Clearwire Corporalion Applications for Consent 1o Transfer Control of
Licenses, Leases, and Avlborizatiane, WT Docket No. DR-94, Memorandum Opinton and Order, 23 FCC Red
17570, 17578 1 19 (2008) ("Sprint Nextel-Clearwive Order”); Applications of ATET Wieless Services, Ine. and
Cingolar Wireless Corporation, WT Docket No. (4-10, Memorardum Opinian and ﬂ‘ﬂfer 19 FOC Red 21522,
215429 40 (2004) (" Cingrlar-ATET Wirctess Order™).

7 See, €.g.. AT T-Veritan Wireless Order a1 21; ATET-Centermiol Order, 24 FOC Red atl 1392? q 27; Verizen )
Wirelexs-ALLTEL Onfar, 23 FOC Red ab 174609 26; Sprint Mextel Clearwire Order, 21 FCC Rod at 17978-799 19,
Cingular-ATAT Wirelass Order, 19 FOC Rod al 2154243 144,

® See, 2.4, AT&T-Verizon Wireless Ordar at§ 22; ATAT- Centennial Order, 24 FOC Red a1 13927 § 27; Verizon
Wirelesr-ALLTEL Order, 23 FOC Red al 17460 9 26; Sprint Nextpl-Clearwire Order, 23 FCC Red ar 17578-799 19,

¥ See, eg, ATAT-Verizon Wireless Onder st 22; ATAT-Centennial Order. 24 FCC Red ar 13927 9 27, Verizon
Wirglesy-ALLTEL Order, 23 FCC Red a1 17460 26; Sprint Nextel-Clegrwire Order, 23 FCC Red a1 175799 19;
Cingular-ATAET Wireless Order, 19 FCC Reo at 21543 0 40.

" See, e, AT&T-Verizan Wireless Order al'] 22; ATAT- Centennial Grder, 24 FCC Red at 13927 4 27; Verzon
Wirelass-ALLTEL Order 23 FOC Red ar 17481 26, Sorint Nexvel-Clearwire Order. 33 FOC Rod a1 17379 19;
Cingutar- AT&T Wireless Order, 19 FCC Red &1 21343 940,

il
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promoting a diversity of license holdings, and generally managing the spactrum in the public interest.™
Our pablic interesl analysis may also enlail assessing whether the praposed trunsaction will affect the
qualily of comumnications services or will resallin the provision of new or addiiional services o
consuners.” In conducting this analysis. we may consider technalogical and market changes, and (he
neture, complexity, and speed of change of, es well as ends within, e communications indnsiry.”

22.  Our competilive analysis, which forms an :mpomm pan of the public interest evaluation,
is informed by, bur not licmtad w, gaditional anbtrast pnnmp]u; The DA reviewd communications
mergers pursuant 1o section 7 of the Clayton Act, aml if i1 wither to block a merges, it omet demonstrate
to a court that the merger may substantially lessen compe ition or tend 1o creale a menopoly.® Under the
Commission’s review, applicams must show thet the transaction will serve the public interesy; otherwise,
the application is set for hearing. The DXOI’s review is limited solely to an E:xammntlcm of Lhe comperitive
effects of the acquisition, withour reference Lo various public inlerest considerations.® The Commission
alap considers Lhe coinpetitive eifects of a transaction but our analysis under the public imterest standand is
somewhat broader; for example, il considers whether a transaction will enhance, rather then merely
preserve, exisling coumnpeliuon, a.nd takes a more extensive view of potential and future compelition and
(he impact on e relevart market”

23, Our analysis recognizes Lhal a proposed trensaction may lead ta both beneficiaf and
harmful consequences.” Indeed, unlike Lhe role of antitmsi enforcement agencies, our public interest
guiharity enables vs 1o rely on our extensive regulatory and enforcement experience Lo impose and
enforce canditions Lo ensure thar tee transaction will yield overall public inkerest benefits. Section 30%Yr)
of the Communicatons Acl authorizes the Commission w0 prescribe tesiriclions or condilions nol

# See ep., ATET-Veriean Wireless Order a1 § 23; ATET-Centennial Order, 24 FCC Red at 13928  28; Verieon
Wireless-ALLTEE refer, 23 POC Red a1 17461  27; Sprind Nextel-Clearwire Order, 23 PCC Rod a1 17580 20:
Cingular-AT&T Wireless Order, |9 FOC Red ar 21544 9 41,

2 See, ¢.5. ATAT-Venzon Wireless Onder s\ ] 23; ATET-Centennial Onder, 24 PCC Red at 13928  28; Veriton
Wirzless- ALITEL Ordar, 23 FOC Red at 17461 1 27; Sprins Nextel- Clearwire Order, 23 FCC Rod a1 17580 1 20;
Cingular-AT&T Wireless Order, 19 POC Rod ar 21544 § 41,

B See, & 8. AT&T-Varizon Wirelesy Order al 23; ATAT-Centennéal Order, 24 FOC Red 61 11928 q 28; Verfron
Wireless-ALLTEL Order, 23 FOC Red at 17461 1 27, Spriar Nexkel. Clearwire Onder, 271 FCC Red m 175809 20,
Cingular-AT&T Wireless Order, 19 FOCRed m 21544 T 41,

M See, e.g., ATET-Verizon Wirsless Order a1 24; AT&T-Centennial Order, 24 FCC Rod a1 13928 9 29; Verizon
Wireless-ALLTEL Order, 23 PO Rl at 17481 3 28; Spriar Nemel -Clearwire Qrder, 21 FCC Red m 173809 21;
Cingular-AT&T Wireless Order, 19 PCC Red a0 21544 9 42,

¥ sUs.Co g8

o See, e.g.. AT&T-Verizon Wirsless Order a1 24; ATAT. Centennigl Onder, 24 FOC Red at 139789 29: Verizon
Wireless-ALLTEL Order, 23 FOC Red at 17462 9 23; Spriar Neatel- Clearwire Order, 23 FCC Red m {7581 T 21.

7 See, &g, ATET-Verizgon Wircless Order al 1 24; AT&T - Centennial Order, 24 POC Rad ae 139299 29; Verizon
Wireless-ALLTEL Order, 23 FOC Red a1 17462 9 28; Spriar Nearel-Clegrwire Order, 23 FCC Red ae 17581 1 21;
Cingular-AT&T Wireless Order, 19 FOC Red ar 215459 42

* See, £.g. AT&T-Verizon Wirelegs Order at ] 25; AT&T-Centennial Order, 24 FCC Red a0 13529 1 30, Verizon
Wireless-ALLTEL Order, 23 FOC Red a1 17462 1 29; Spriar Nextel-Clearwire Order, 23 FOC Red wt 17581 1 22;
Cingilar-ATET Wireless Order, 19 FOC Red ar 215459 42,

12
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inconsistent with law that may be necessary Lo carry out the provisions of the Communicelions Act ™
Similarly, section 214{c) of the Communicalions Act anthorizey Ibe Commission w irnpose “such terms
and condilions as in its judgment (he public convenience and necessity may cequire.”™*™ In using this
broad sutharity, the Commiesion has penerally imposed condilions w remesdy specific harms likely (o
arise from e transaction of o help ensure the realizalion of polendal benefits pramiead for the
iransaction, ™

Iv. QUALIFICATIONS OF APPLICANTS

243 As noled previously, when evalualing applicalions [or consent to assign ar transfer
control of hcenses and authorizations, sections 214(a) and 3 1{d) of the Comniunicalions Act require the
Commirsion to derermine whether the propesed trmnsaction will serve “the public inlerest, convenience
and aecesgity.”"™ Ampng the Factors the Commissiou condiders in its public interest review is whether
the appliceni for a license has the cequisie “citizenship. chamcler, financial, technical, and oiher
qualifications.”'™ Therefore, a< a threshold marter, the Cammission roust derermine whether the
applicants o the proposed lrnsaction meet the requisite qualifications requirements (o hold and transter
licenses under sections 214(a) and 310(d) of the Communications Acl and the Commission’s rules.'™

25. In determining whether applicants have the requisile character 1o be Conumission
licensees, we look 1o the Commiission’s characler policy inilially developed in the broadcast area ag
guidance in resolving similar questiony in commnn carrier license tansfer proceedings.'™ Under this

® A7 US.C. § 303(r); see also, £.g.. ATAT-Verigon Wireless Order al'] 25; AT&T- Centenvrial Order, 24 FCC R at
13939 § A; Yerizon Wirsless ALLTEL Order, 73 FCC Red a1 174639 29; Sprind Neatel-Clearwire Order, 23 PCC
Red ar 17581 §22; Clugular- A T4 T Wireless Order, 19 FCC Red ac 215459 42,

18 47 US.C. § 2)4c): see alra, 2. 8., AT&T-Veriton Wirelexs Order aL § 25 AT&T-Cemennial Order, 24 FOC Red
al 13939 ¥ 30; Verizon Wireless-ALLTES Order, 23 FCC Red ar 17463 § 29, Spriny Nered-Cleerwire Order, 23
FCOC Red at 17581 § 22 Cingudar-ATAT Wireless Order, 19 FCC Rod al 21545 § 43

" See, e.g., ATAT- Veriton Wirelers Order m 1 25, AT&T-Centennial Grder, 24 FOC Red al 13929 §30; Verieon
Wireless-ALLTEL Order, 23 FCC Red at 17463 9 29; Sprint Nextel-Clearwirs Order, 23 FCC Rad al 175829 22;
Cingular-ATAT Wirsisar Order, 19 FCC Red al 21546 § 43, We coasider anly those harms and benelits thar se

related 1o the Commiseion’s responsibilities under the Communicatioas Act and relaed statues,

1B 47 U.S.C. 5§ 214(a), 310(d).

VO rg. 5% 308, 310(d). See also, e.g., AT&T-Verizon Wircless Order atq 26; AT&AT-Centennial Order, 24 FOC Red
al 139309 AL; Verizon Wireless-ALLTEL Order, 23 FCC Rod a Y7464 § 31 Sprint Nextel-Clearwire Order, 23
PCC Red at 17582 9 23; Cingular-AT&AT Wiraless (rder, 19 FCC Red ac 21546 T 44,

™ cee 47 USC. 3 30(d); AT CER. § 1.d4E; see alro. .5, ATAT-Venizon Wirsless Orderac 26; ATET-
Centeanial Order, 24 FOC Rod a1 139309 31; Verigon Wirsfess-ALLTEL Order, 23 FOC Red at 17464 0 31; Sprint
Nextel- Clearwire Order, 23 FOC Red ac 17582 123:; Cingnlar-AT&T Wireless Order, 19 FOC Rod a1 215467 44.

L e, WorldCom, Ing”. and Its Subsidiaries {Debtors-in-Possession), Transferor, and MCT, [oc., Transtates,
WC Docker No. 2-215, Memorandum Cpinion and Order, 18 FCC Red 26484, 264939 13 (2003).  Fee alto Policy
Regarding Character Qualificationy in Broadcast Licensing, Amendment of Rules of Broadcast Practice and
Procedore Relating to Written Rexpemses to Commission Inquiries and the Making of Mismepresentations to the.
Commission by Permittees and Licensees. Report, Order and Policy Statement, 102 F.C.C.2d 1179, 1210-1( § 60-
61 (1986) (1986 Character Policy Statemens™), Memorandum Opinion and Order, 1 FCC R 421 (1986); Policy
Regarding Character Qualifications 1p Broadcast Licensing, Amendment of Part |, the Rules of Practice and
Procedure, Relating to Wrillen Responses ta Commission Inquiries and the Making of Misrepresentations Lo the
Commission by Applicanls, Fermittees, and Licensees, and the Reporting of Information Regarding Character
Cualifications, Policy Staterment and Crder, 5 FCC Red 3252 (19900 ({990 Character Policy Statement™,
Memorandum Opinion and Order, 6 FCC Red 3448 (1991}, Memorandum Opinion and Order, 7 FCC Red 6564
(comtimued....)
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pﬁhﬂ}’, the Cormunission previously has staled thet it will review a]legﬂnons of misconduct direcly before
it,' as well as conduct that takes place cutside of the Commissian,"™ With respect 0 Comumissian-
related conduct, the Commussion has staved thac alil vielations of provisions of the Comuuunications Act,
or of the Comrnissiou’s ruleg or polices, are prediclive of an applicent’s fumre truchfuloess and reliabiliy,
and (hus liave a bearing on an applicant’ s character qualifications.'® The Commission previcusly Liag
determined that in its review of character issues, it will consider forms of adjudiceted, non-Comimssian
relaled iniscondoct that include; (1) felany convictions; (2) fravdulent risrepresentalions 1o
governmental units; and (3) violalions of antitrust or other Jaws prolecting compesitian.'®

26. When evalualing mansfers of control or assignmenls under sevlica 3 10(d), the
Commiission does not, as a general rule, re-evaluate the qualifications of the ransferar, unless issaes
related Lo basic qualifications have been desipnated for hearing by the Commission or have heen
sufficiently raised in petitions Lo warranc the designation of a hearing.’’® There has been no designation
for hearing of AT&T"s basic gualifications nor have any issues been raised here that warrant such 3
hearing designation. Conversely, section 310(d) obligates the Commission 10 constder whether the
proposed transferee is qualified to hold Commission Licenses.’'’ No issues have been maised with respect
to the basic qualificattons of the transferse, Yerizon Wireless, which has previously been found qualified
to hold Coramission licenises. We therefore ﬁnd that there is no reason 1o Te-evaluale the basic
qualifications of ¥Yenzon Wireles;.

{Continued from previous page)
(19823, The Commission applies its hrosdcast character stapdards to applicants and licensees in the other radio
services See, 2.g., 1990 Character Policy Statemenr, § FCC Red at 3253 § 10 (adopling 47T CFR. § 1.17 io apply
prohibiton against misrepreseniations and maierial omissianz io applicants, licensees, and permitees in all radio
sarvices),

'™ See. #.g.. AT&T-Verizon Wireless Order av § 27; ATAT-Centennial Order, 24 FCC Red a1 13930 § 32; Verizon
Wireless-ALLTEL Order, 23 FOC Rod ot 17464 132, Sprint Nextel-Clearwire Order, 23 FCC Red a1 1738283 § 23;
Cingwlar-AT&T Wireless Order, 19 FCC Rog st 11348 1 47.

W See, e.5. ATET-Verizan Wireless Ordar 2t § 27; ATAT-Centennial Order, 24 FCC Red a1 139307 32; Verizon
Wireless-ALLTEL Order, 23 POC Roxd at 17464 1 32: Sprint Nextel-Claarwire Order, 23 FCC Red a1 17583923
Cingular-AT&T Wireless Order, 19 FUC Rod 2t 21548 47,

1 See. r.5.. AT&T-Verizon Wirelest Order 21 § 27; ATAT-Centennial Order, 24 FOC Red al 139301 32; Verizon
Wireless-ALLTEL Ordyr, 23 POC Red 0t 17464 9 12; Cingular-ATAT Wireless Order, 19 FCC Red m 21548 J 47;
1986 Charodsr Policy Stafemem, 102 F.C.C.2dat 1209-109 57.

1® Soe. o.5. AT&T -Verizon Wireless Order st § 27: ATAT-Centennmial Order, 24 FOC Red a1 139309 32; Verizon
Wirelesr-ALLTEL Order, 23 POC Red at 1746463 9 32: Cingular-ATAT Wireless Order, 19 PCC Ecd a1 21548
147,

10 See . £ AT&T-Verizan Wirelees Order s 2B, ATAT-Centenrial Ordey, 24 FOC Red @ 13931 9 33; Verjzon
Wirelesr-ALLTEL Drder, 23 FCC Red at 174665 33, Cingular-ATET Wireless Order, 19 PCC Red m 21546 9 44,
Se¢ alre Sephen F. Bewell, Ascipnment and Transfers of Control ol FCOC Avthorizations under Section 310(d) of
the Communirations Avy of 103443 FED. Cow. L) 277, 33840 (1991). The policy of not apporoving
agsignoenty or iransfers when issoes reppnding the licensee"s basic qualifications remain unresolved is designed Lo
prevenl licensees from evading responsibility for misdeeds commined during the license peried. Seeid. The
hearing designation is required under section 309(e) of the Commuricanens Acl, 47 US.C. § 3097e), anly if the
record presents a “substaptal and malerial questdon of fact” whelber grant of the application would serve the public
interesy, convenience, and necesaity.

W See, e.g., AT&T-Verizon Wireless Order 19 29; AT&T-Ceniennial Order. 24 FCC Red e 13931 1 3% Verizon
Wireless-ALLTEL Order, 23 FOC Red a1 17466  33: Cingular-AT&T Wireless Order, 19 BCC Rexd 5121546 T 44,
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Y. COMPETITLYE ANALYSIS

27.  Qur competirive analysis of the proposed Lransaction considers the potential campelilive
effects that yuight result frown the proposed uansaction."? As set out in prier Coinnussion decisions, we
begin our competilive analysis by detesmining the approprisre market definitions for ihis transaction,'
inciuding a delermination of the product market, peographic markers, market participants, and the input
market for spectrum available for the provision of mobile telephony/broadband services.

28, Under the Commission’s framework for analysis, we nexl determine whether (here is 1
significant increase wn herizontal market concentration as a result of the proposed tiansaction. Horizontal
(ransaclions raise comperitive concems when they reduce the availability of cligices (o the point thal the
resulting firm has the incentive and the ability, eilber by itself or in coordination with olher firms, (0 rise
prices. The ability Lo reise prices ahove competitive levels is generally referred Lo as “marker power.”
Markel power may ulso epable sellers lo reduce competition oo dimensions eoller |han price, including
innovation and service quality. Absent sipmificant offsetting efficieacies or other public inlerest berefils,
4 transaction rhat creares or enhances marke! power or fecilicates ies use is unlikely to serve the public
interest." Transactions thal do not significanily increase concentrabon or do not resul in a concentated
market ordinarily require no further analysis of Lheir horizoniad iinpect.

29, In analyzing concentation Jevels, the Commission has applied a iwo-par inijtial “screen™
1o identify those local markets in which np competinve harm clearly arises from the transaciion. The first
pari of the screen constders changes in market conceniration in the provisioo of “mobile
lelephony/broadband services™ ag a result of the proposed transaction, and js based on the size of the qost-
transaction Herfindahl-Hirschraan Index (“HHI") of market concentration ard Lhe change o the HHI.
The HHI thresholds used in the screen are conservative in order for us  be confident that we give farther
review o any¥ market in which the transaction may cause significant change ip the competitive landscape.
This initiel screen 15 intended 1o eliminate from further review those markets in which there is clearly no
competitive barn vather than 1a idemify conclusively markets in which there is compenlive hamm. The
second par of the screen examines the input market for spectrum available on 8 marker-by-marke| basis
for the provision of *mobile telephany/broadband services.™ '

30. For those mark=s net elimineted by the initial screen, we conduct, on a market-by-
market basis, an analysia of eny potential competitive harms associaled with horizontal concentration,

12 gee, e.5.. AT&AT-Verizon Wireless Order al' 30 AT&T-Centennial Qrder, 24 FCC Red m 13931 1 34; Verizon
Wireless-ALLTEL Order, 23 PCC Red al 17468  40; Sprirt Naxe/-Clearwire Order, 23 FOC Rod ar 175839 24;
Cingular-AT&T Wireless Qrder, 19 POC Red at 21555 9 6B; Hornizoow! Mearger Gmidelines, issued by the 1.5,

Depanmem of Jusice and the Federal Trade Conynivgian, a1 § 0.1, . (Apr. 2, 1992, revised Apr. B, 1957}
{"DAOLFTC Merger Guidelines™).

W Ses, £.9. ATET Verizon Wirelass Order al [ 30; ATAT- Cenreanial Order, 24 FOC Red a1 13932 9 36; Verizon
Wirslest- ALLTEL Order, 23 FOC Red at 17469 9 42; Sprinf Naxel-Clearwire Order, 23 FOC Red at 17582 4 25;
Cingular-AT&T Wireless Order, 19 FOC Red-at 21557 9 70.

™ Ses, 2.9., ATRT-Verizon Wireless Qrder arq 31: AT&T Centennial Order, 24 FCC Ral a1 13931-32 0 M 0. 147;
Verizon Wireless-ALLTEL Order, 23 ROC Red at 17468 § 40; Sprint Nextel-Clearwire Order, 23 POC Red at 17583
1 24; Cinpular-AT&T Wireless Order, 19 POC Red at 21536-57 1 68-69; DOLFTC Merger Guidelines § 0.1, n 4.

% The HHI wouhl be greater than 2800 and the change in HHY will be 100 or greater, ar die change in HHI would
be 250 pr preater, regprdiess of Lhe lavel of the HHI.

US See. e.g., AT&T-Yerizon Wireless Order at 4 32; AT&ET- Centennial Order, 24 FCC Red 31 13935 1 43; Verigon
Wirelass-ALLTEL Qrder. 23 POC Rod at 17468-69 9 41 n.193; Spriat Nextel-Clearwire Order, 23 FCC Red at
17583.17584 1 26; Cingular-AT&AT Wiralesy Order, 19 FCC Ral mt 215529 58.
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1

incloding the potential for both unilateral and coordinated effects. We also exentipe other market factors
that pertain to compelitive effects, including the mcentive and ability of cther exisling firma 1o react aud
of new fumms La enter the market in response Io alempied exercises of markel power by Lhe merged enlicy
as a result of the (ransaction.

A. Markst Defimitions

31. We establish ar the quiset the appropriale market defimticns tor our eveluation of the
proposed transaction. This mclodes estabiishing ihe product and gepgraphic market defimtions Lhat we
will apply. We aleo discuss the input market for spectrum and identify market participants that would
compele with the proposed merged eniicy m the provision of mobile 1elephony/broadband services.

1. Produet Market

a2, We evaluate this proposed transaction usmg the product market most recenlly psed by the
Commissicn — a comhined “mobile telephony/broadband services™ product markel, which is comprised af
mobile voice and data services, melnding mobile voice and dara services provided over advanced
broadband wireless oetworks (mobile broadband services).'”” Mabile telephony/broadband services is the
relevant product market becanse it includes not only the fraditional wireless services identified in older
transactions but also encompasses the recent significant advances in mobile broadband services
technology that is rapidly evalving for next-generation services. The markex for mobile
telephony/broadband services includes mobile voice and data services provided over wireless broadbaml
nelworks, ag well as mobile voice and data services provided over less advanced, earbier generation (e.g.,
2G, 2.5G) legacy wireless networks. 1n addition, the market includes a wide amay of mobile dala
services, rapging from handset-basad mobvle data services marketed primanly as an add-on to mwbile
vyDice services 1o standalone mobile Internet access services for laptop users. We find that both Verizon
Wireless and AT&T pravide services in the product macket for moobile telephony/broadband services. Mo
party in the proceeding challenged the mobile telephony/broadband definition, and we will apply this
definitton in our analysis of this transaction. Accordingly, onr apalysic herein focuses only on the
potential competitive effects that relaie to the mobile telephony/droadband services market.

2. Geographlc Markel

33.  Inils wireless ransaclion orders, the Cormmission has consisently applied the
“hypothetical monopolist Es1” and fourd that the relevamt geographic markets are local, larger than
counties, may ancompass muliiple copnuies, and, depending on (he consumer’s Jocation, may even
include parts of more than one state.'® The Commission in these arders identified 1wo sew of geographic
areas (hal effectively may be used to define Jocal markets — CEAs and CMAs."”” We have chosen CBAs

117 Cee AT&T -Verizon Wireless Order aly 35; AT&T- Centennial Order, 24 BCC Red o 13932 § 37; Verizon
Wireless-ALLTEL Order, 23 FOC Red a1 17469-70 1 45; Sprins Nextel-Clearwire Order, 23 FCC Rod a1 1758384
q26.

N8 Gep ATET-Verizon Wireless Order a1 36; Verizon Wireless-ALLTEL Order, 23 FCC Red o 17470-71 4 49;
Cingular-AT&T Wireless Order, 19 FCC Red al 21562-63 9 89-90.

‘* CBAs are designed to represenl cansumers’ patterns of normal travel for pesonal and employment reasons aid

may therefore capture areas within which groups of consumers wauld be expected to shop for wireleas eervice. See
Kenneth P. Johnson, Redefinition of the BEA Economtic Areas, SURVEY OF CURRENT BUSINESS, February 1995, at
74. In addition, CEAs should be areas within which any gervice providers present wonld have ap mcentive o -
market—and actuaily provide—service relatively thiquitously. Conversely, CMAzs are the areas in which the
Commission inttially granted licenses for cellular service. Although partittening has allered ihis strochure io many
license areas, CMAs represent the fact that the Coramizeion's licensig programs have 10 a certain degres shaped
this mmarkel by defiaing the initial areas in which wireleas providers had spectmim on which o base service offerings,
{contined.. )
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and CMAs for our dala analysis becanse both are consisient in onder of magnitude with the local markel
defmition we have adopted and because each brngs a different consideration to the analysiy. Beceuse
these two sews of geagraphic areas come from different sides of the equation — demand ip one cage, supply
in the olher — the Comumission found thein 1o be useful cross-checks on each other and, mgeLher, Lhey htl&
ensure Lhal the Commission’s analysis does not overlook local areas Lhat require more detailed analysis.'
No party ip the proceeding challeaged the CMAACEA geopraphic market detimtion, and we will agply
this definigen in gur analysis of this transaclion. Cangistent with other rcansactions, we conclude thal the
most appropriale geopraphic level for market analysis is comprised of CMAg and CEAs.

. [nput Market [or Spectrum

34, In evaluating this transaction, we consider the aggregation of spectiuin by Verizon
Wireless following Commission precedent. We analyze spectrum in particular bands that we determiine
o be “suitable”” for the provision of mabile telephony/broadband services.'™ Consisrent with our
determination of a product market for mobile telephony/broadband services, we include all spectrum
suitable for mobile voice and dota services as well as spectrum suitahle for the provision of wireless
hroadband pver broadband nemwoerks. As previausly explained by the Commission, suitability is
deernined by whetber the spectrum is capable of supportsng nwbtle service given its physical properties
and the state of equipment technolopy, whether the spectrum is licensed with a mabtle allocation and
comresponding service rulea, apd whether the spectrum is commutted 1o another use thai effectively
precludes its vses for mobile kelepbemy/broadband service. '™

3s. No party hes argued here for a changp in the spectum o be included in the spectram
screen. Thus, For pupdses of evaloaning spectrom aggregarion issues associaled wilh this rensaction, we
include in both our markel-specilic spectmm sereen A9 well 26 gur market-by-marker analysis those
spectrum bands designaled for cellalar, broadband PCS, Specinlized Mobile Radio {“SMR™), and 700
MHz services, as well as AWS-] and Broadband Redio Service (“BRS") spectrum'®® where available. ™

(Contineed Fom previont page) :

and Lhey may Lharefore serve as a reasonable proxy for where consumery face the same competimre, See ATAT-
Verdzon Wireless Order at 36 0 129 ATAT-Centernial Order, 24 FOC Red at 139339 38 6. 151; Vereon Wireless-
ALLTEL Order, 23 FOC Red al 17470-71 1 49; Sprimt Nextel-Clearwire Order, 23 TFCC Rod at 175917 51
Cingular-AT&T Wireless Order, 19 FOC Red at 21567-68 § 105.

12 See, e.g., ATET-Verizon Wirelest Order al | 36; AT&T-Centenniad Order, 24 FCC Red al 13933 738 n.151;
Verizon Wireless-ALLTEL Order, 23 FCC Red at 17470-71 0 49; Sprint Nextel-Clearwire Order, 23 FOC Red at
175919 51; Cinguiar-AT&T Wirelezt Order, 19 FCC Red aL 21567-68 4 105.

1 See, 6.5, AT&T-Verizon Wireless Order ot § 39; AT&T-Centernial Order, 24 FOC Rod at 13935 { 43, Verizon
Wireless-ALLTEL Order, 23 FOC Red at 174723 q 53; Sprint Nextel-Clearwire Order, 23 FCC Bed a0 17591921 352:
Cingular-ATAT Wireless Order, 19 FOC Red a1 2156061 T 81.

12 ¢oe AT&ET-Verizon Wireless Order a1 39; AT&T-Centennial Order, 21 FCC Rod sl 13935 § 43: Verigon
Wireless-ALLTEL Order, 23 FCC Red at 17473 q 53; Sprine Nextel-Clearwire Order, 23 PCC Red et 17591929 53.

'8 The BRS spectnum reflects 55.5 megehariz of conliguous BRS specmum (excluding BRS spectrum amociated
wilh Lthe Middle Band Segment (MBS) channsls, HRS Chennel 1, and the J and K guard bands).

131 4 WS- spectrom is considered available hased on whether there is required relecation of government
transmiiters or ceceivers in a CMA. See National Telecommunications and Information Administration. 1710-175%
MHz Introduction, hitp:/fwww ntia doe. goviosmhomereports/specrelofindex.him (Tas1 visited Avg. 11. 20104
fprovides information on AWS relocation, including a relocation schedule and cost susunary for AWS-1 relocabon).
BR.S spectrum is considered available if the transition is complete. See AT&T-Verizon Wirelers Grder a1l §40n 143;
Verizon Wireless-ALLTEL Order, 23 FCC Rod at 17478 4 65, Sprint Nextel-Clearwire Order, 23 FCC Red al 17597
J 66,
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4. Market Participants

36. In analyzing Ihis trapsacUon, we find, ay we have before in numeroud other wireless
trensection orders, that mobile lelephonyfbroadhand services offered by facilities-based providers vaing
cellular, broadbend PCS, and SMR apectrum ard employing vanious lechnelegpes oHer similar voice and
data functionelities end are indistinguishable w the consumer.’” Similarly, 1o Lhe extent thal enlities
provide facilities-based mobile telephony/broadband services using 700 MHz. AWS-1, and BRS
spectrum, the Commission also considers them 1o be market participams.’ As in previous decisions, we
exclude MYNOs and resellers from consrderaliop when compuling initral concenlralion rpeasures.
although we acknowledge that nop-facilities-hased eervice options have an iropact in the markelplace end
in some insiances may provide additional constrainls against anbicompelitive behavior.'™' Accordingly.
we will consider factlities-based entities providing mobile lefephooy/broadband services using celluler,
broadband PCS, SMR, 700 MHz, AWS5-1, and BRS spectroin 10 be marke? panicipanis.

B. Initdal Screen

37. Background In evalualing the competitive effects of this ransacuon. the Comumasion™s
initial screen 15 intended to exclude from further raview Lhose 1arkets in which there is clearly no
competitive harm relative w today’s generally competitive marketplace.' The initial screen criteris
identify, for further case-by-case market apalysis. those markeds in which. post-trensaction: (1) the HH]
would be grealer than 280 and the change in HHI will be 100 or greates, or the change in HHI would be
250 or greater, regerdless of the level of the HHL and (2} the Applicants would bave. oo a marker-by-
market basis, a 10 percent or greater interest in: 95 megihertz or more of PCS, SMR, end 700 MHz
gpectrammn, where neilber BRS nor AWS-1 spectmuin is available; 115 me gahertz or more of spechum,
where BRS spectrum is available, but AWS-1 spectrum is not available; 125 megabertz or more of
spectum, where AWS-1 spectram is available, hut BRS spectrum is not available; oy 145 e gahernz or
more of spectrum where both AWS-1 and BRS spectram are available,'™ A subsequent section examines
om a case-by-vase analysis those markers identified by the screen. where potential harm is possible, w
determine whether harm is likely and a remedy needed

33, Discussion. We apply the initial screen Lo identGfy markels where specoum aggregaiion
by Verizon Wireless may resnll. n compelitive harms. We thos examine markets ideniihed by the inirel
spectrum screen, based on the specific characteristics of those markets, 10 determine any porentiel harms
and whether there is a need for any remedies.'*

125 See, e.5., ATAT-Yerizon Wireless Order a1 41; AT&T -Centennial (rder, 24 FCC Red ar 13936  45; Verizen
Wirelers-ALLTEL (nder, 23 FOC Red ar 17480-81 4 71; Sprint Mextel- Clearwire Order, 23 FUC Red a1 176009 75;
Cingular-AT&T Wireless Order, 19 FUC Red a1 21563 91,

126 Ses, e.g., ATAT-Verizon Wireless Order sl 41; AT&T-Centennial Order, 24 FCC Red ar 13936 0 45; Verizon
Wireleps-ALLTEL Grder, 23 FOC Red ar 17480-81 471, Sprint Nextel-Clearwire Order, 23 FOC Red at 17600-01
q75.

27 See, e.g., ATET-Verizon Wireless Order al ] 41; ATAT-Centennial Order, 24 FOC Red 13936 1 45; Verizon
Wireless-ALLTEL Order, 23 FOC Red at 17481 1 714; Cingular-AT&T Wireless Order, 19 FCC Red a1 21563 {92

128 Qae, e.g., AT&T-Verizon Wireless Order ] 42; AT& T-Centennial Order, 24 FOC Red at 13936 9 45; Verizon
Wireless-ALLTEL Ordder, 23 POC Red at 17481 | 75; Sprint Nextef-Clearwire Order, 21 FUC Red 21 176011 76,
Cingilar-AT&T Wirelezs Order, 19 FUC Red ar 21567 1 108,

18 geg discussion supra nowe 124,

130 See infra Section V.C, Market-by-Market Analysis.
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39 The Applicanis claim thar Verizon Wireless's acquisition of Lhe Centennial licenses and
businesses do not raise compelilive concerns becanse Yerizon Wireless has limited operations and
spectrum holdings in the geographic areas al issue in the proposed ransaction.””! The Applicants attach
to their amended Apphcation a markei-hy-markel analysis of posl-lUransaction spectrum aggregation by
Yerizon Wireless, and atate that Lhe combined atimbutable spectrum would not meet or exceed Lhe screen
in auy couuty.' The Applicauts further state that there is no competitive harm because Verizon
Wireless's market presence in the affecied areax is comently very lunited and each of the divestiture
markets have a numnber of licensed competitars.™ :

4, Far purpases of determining HHIs in Lhis transaction, we use gor June 2009 NRUF
database, which tracks pbone nomber usage hy all lelecommunicarions service providers, including
wireless service providers, @ estimatz snbile communication subscribership levels, market shares, and
concentralion for various geographic markete. ™ Consistant with oor discussion of the geographic market
definition abpye, in calvulating markee shares and market concentration, we analyze wireless provider
data using 1wo seas of geopraphic areas, CMAs and CEAs."™ We also apply the spectrumn screen on a
counly-by-tounty bags o deterrmne if any markets require further compeditive analyais.

41, The initial HHI sereen identifies twn CMAs' and two CEAs'" that require furcher
compelilive review, The imnbal specmnn sereen did not identify any CMAs or CEAs that require furiher
competitive review. Thus, the inital acreen indicated a tolal of two CMAs and two CEAs that require a
case-by-case compennve review.™

31 Application, Public hierest Statement a1 9.

' §ee Application, Public Interest Stxtement at 9, Ex. 3, Amended Specarum Aggregatcon Char.
' 42 Application, Public Interest StaEment a1 9.

'3 These data indicate the pumber of assigned phone numbers that a wireless carrier has in & particular wirelioe rale
center. Rale cenlers are gecgraphic areas used by local axchangs carriers for a vanety of reasons, including the
determinasion of mil rates. See HARRY NEWTON, NEWTON'S TELECOM DICTIONARY: 19" EXPANDED & UPDATED
Entrion 660 (Joly 2003). All mobile wireless providers must report to the FCC the gquantity of Lheir phone nuimbers
thar have been assigned Lo end neers, thereby permitting the Commission to calculats the wolal namber of mobile
aubscribers. For purposes of geographicel analysis, the rate center data can be associated with a geographic point,
&nd all af thase points that fall within a county boundary can be aggregated together and associated with moch Larger
geographic aress based uu countdies.

P See, 2.5, AT&T-Verizon Wireless Order al | 47; AT&T-Centennial Order, 24 FOU Red at 13937 § 47; Verigon
Wirelers-ALLTEL Order, 23 FOC Red ar 17482-83 1 7R; Sprint Nectel-Clearwire Order, 23 FCC Red ac 17591 151
Cinglar-ATAT Wiretess Order, 19 FCOC Bod ar 21567 1 104, Jee discustiou justifying Lthe use uf CMAs and CEAs
swpra nowe 120,

1% The CMAs identified by the ivitiel HHI screen are: CMAL74 Latayeoe, LA and CMA459 Lovigiana 6 -
Iberville.

157 The CEas identified by the initial HHI screen are: CEAIBBO Lafaycas, LA and CEA3960 Lake Charles, LA.

138 Application of the initial screen on a CEA bams does nol idendfy any poteedal markels of copcemn thal are not
alse idemified by CMA-hased applicadon of the screen. For convenience, we |imit owr discusaion of the markets of
concern Lo CMAs becanse, upnn compleong oar compelilive analynis, we find thal the most exact area m eliminate
coucerns of compelitive harm would be CMAs. Therelore, wi undertskie ouwr in-depth analysis oo the hasie of
ChAs.
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1.. Hornizonial Jsxnes

42 Thie section examines how the transaction conld affect competitive behavior in the two
markets identified by (he iuitial screen as requiring additional analysis Lo determine whether the proposed
transaction wonld resull in compelitive hann, As discussed in a number of the Commuission's wireleas
hansaclion orders, competitton may be harmed eicher through unilateral scrions'” ar theough coodinared
interaction'™ among [irms campeting in the relevant market. We note that cerlain aspests of ofir previong
analyses in wireless Lransaction orders are not challenged on the record.’”

2. [nilateral Effecls

43, Bockground Unilatera] effects arise when the merged firm fnds it profitable to alier ilg
behavior following the inecger by “elevating price and suppressing ontpat ™" In the case of mobile
lelepbeny/twnadhand services, this might take the form of delaying nnprovemenia in service quality or
advertely adjusting plan features without changing the plan price.'” Incentives for such umlateral
competitive actions vary with the narare of competition in the relevam markets. Thus, we will examine
whether Verizon Wireless's acqnisition of the Divestiture Markets could lead (o changes in the structure
of the markets in the two markets idenlified by our initlal screen as needing farther analysis.'™ With

1 Unilateral effscts are those that resull when a mesged frm finds it pratitable (o alter its behavior by increasing
prices or reducing cutput DOKFTC Hongemal Merger Guidelines § 1.2, See, e.g., AT&T-Verizon Wireless Grder
at T 49 n. 168; ATET-Centermial Order, 24 FOC Red a1 13939 4 52 0. 200 Venizon Wirelers-ALLTEL Order, 23 FCC
Ecd al 17484 { 82; Cingular-AT&T Wireleor Orglar, 13 FOC Red ac 215707 115 n4 1. '

* Coordinated iatEraction consiats of actiona by a group of firma that are profitble for each of the firma involved
anly because the other firma react by sccommodating these actions rather than anempling (o undercur them. See
DONFTC Hirieonral Merger Guidelines § 2.1; AT&T-Verizon Wireless Crrder a1l 1 49 1.167; AT&T-Centernial
Order, 24 FCC Red at 13939 52 0.201; Venizon Wireless-ALLTEL Order, 23 FOC Red al 17484 1 82, Cingular-
AT&T Wirelezs Order, 19 PCC Red a1 21580 151,

" For unilsteral effects, the unchallenged aspects includa: (1) prodict differentiation and substinstability;

{2) neaok eftecn; (3) margioal cost reductions; {4) spectum and advanced wircless services; and {95) penetration.
See, £.z.. ATAT-VYenzon Wirelees Order at 49 n.168; ATET-Centennial Order, 24 FOC Red at 13939 4 53 0.203;
Verizon Wireless-ALLTEL Oreler, 23 FOC Red at 17484-859 83, For coordinated imeractien, e uschallenged
aspectd include: (1) Srm and product homogeneity; (2) existing cooperative veniures; [3) number af firms;

- {4) .iechonlogy developmenl; (5) response of rivals; (0) transparency of information:; and {7) presence of mavericks.
See, e.5.. ATETVerizon Wirelese Order ac 1 4% 0.168; ATET-Centennial Order, 24 FCC Rod a1 13939 1 53 0.203;
Verizon Wireless-ALLTEL Cnder, Y3 FOC Red at 17484-85 q B3; Cinguiar-AT&T Wireless Grder, 1% FCC fed at
21508185 97 154-163,

2 s ATAT Verizon Wireless Crrder a1'] 50 AT&T-Cendennial Order, 24 FOC Red sl 13939409 54; Verizon

Wireless- ALLTEL Order, 23 FOC Red ar 17485 { B4; Cingular-AT&T Wireléss Dnier I9FCC Red al 215709 115;
1ee alee DONFTC Merger Guidelines § 2.1.

¥ The erm “wnilateral” refers 1o the method vsed by firms (o deteemine swategy, not ta the fact that the merged
anlit)r would be the only firm 1o changs its sirategy. The term unilateral is used to indicate that srategies are
deiermined unilaterally by each of the firms in Lhe market and not by explicit or tacit collusion, Other firms in the
markel may find it profitable 1o alier their bebavicr as 2 result of the merger-induced change in market stroeture by,
for example, repositioning their products, changing capacity, or changing their own prices. These reactions can alter
the 1ol eftect on the market end must be taken iplo account when evaluadng posential vnilateral effects. See, e.g.,
ATA&T-Yerieon Wireless Order at 130 0171, ATET-Cenrennial Grder, 24 BOC Red at 13939-13940 9 54 n205;
Verizon Wireless-ALLTEY, Order, 23 FOC Red at 17485 0 306, Cingular-AT&T Wireless Order, 19 FCC Red ac
11570 n.341.

" See supra para. 41.




Federal Communications Commissioy DA 10-1554 .

regard to each of these markety, we examine in more degail Lhe possibility that the proposed Wansaction
may lead Lo ol d;I_:ue:ntive harm thrgugh unilateral achons by Yerizorn Wireless following the acquisitios of
these markais. -~ Concerns regarding unilateral effects as a result of Lhe proposed transaclion were nor
raised by parties or lhe Applicants, as we explain below.

a4, Dircussion. The markel for mobile lelephony/rosdband service in Lhe Uniled States
appears Lo be differenliaged, and service providers compete vigorously on Lbhe basis nol only of price but
also af olher plen features, call qualicy, geographic coverage, and custones service."® While service
providers can change some of these attributes relatively quickly, others — particularty non-price attributes
such as guality and coverage - require investiests in spectrum or infrastructure and are not easily
modified. Based on our teview of the markels, we generally do not find it likely Ui Yerizon Wireless
woulil be able io raise prices unilaterally o atherwise behave anticompetitively as e resule of Lhis
wansaclion. We find that a number of markes conditions may affect whether Verizon Wireless may be
more able to ynilaterally raise prices or decrease service as a resull of Lhe transaction, incleding prodac!
differentiation and substitutability and (he presence and capacity of rival providers in the market. "
Therefore, we Lake Lhe possibiiiy of unilateral effects into account in our apalysis of specific markets by
carefully acrutinizing, among other variahles, the preaence and capacily of nival camiers. Our analysis is
discassed brlow in Secrion ¥.C.2.

3 Conrdinated Effects

45. Background. In markets where only a few finns account far mosi of the sales of &
pmdm:L those firmns roeay be able 10 exercise markel power by either explicitly ar tacitly coordinating their
aclions. Accordingly, one way in which a transaction may create or enhance marker powar or (ecilitaie
its exercise is by making such coordinated interaction among firms more likely, more saccesyaful, ar more
compiete.'® Successfol coordination depends on two key faciors. The first is Lhe ability to reach lerms
that are profilable far each of the firns involved, and Lhe second is the shility to detect and punish
deviations Lhat would undermine (he coordinased interaction.'® Concems regarding coordinated effects
a5 o result of the proposed mansaction were yol reised by parties or the Applicants.

46. Discussion. We{ind that a number of markel conditions may affect whether coordinated
interaction is more likely as a result of the ransaction, including the avaitabiliry of infarmalion about
market conditions. the extent of firn and product homogeneity, and the presence of maverick providers in

M5 Sve infra Section V.C.2, Rexolis af Marker-Specific Analysis. See, ¢ g AT&T-Verizon Wireless Order 013 50;
ATAT Cendennial Order, 24 FCC Red ar 13948 4 75; Verigon Wirelass-ALLTEL Order, 73 FOC Roxd ar 17485 9 B4;
Cingular-ATAT Wirelsss Order, 19 FCC Red a1 21570 115; see aito DOVFTC Merger Guidelines § 2,

¥ See ATET-Verizon Wireless Order a1y 51; Verizon Wirelsss-ALLTEL Order, 23 FOC Red &1 17485 4 8.

1% See AT&T-Veriton Wireless Order 211 58; ATAT-Centennial Order, 24 FCC Red at 13941  58; Varizon
Wireless-ALLTEL Order, 23 POC Red ar 17485 § 84-85,

148 Ses, 0.8, ATET-Verizgon Wirglass Order a1 59, ATAT-Centernial Order, 34 FCC Rl ac 13942 5% Veriion
Wireless-ALLTEL Order, 23 FOC Red al 17466  88; Cingular-aAT&T Wireless Order, 19 FOC Rod at 215809 150;
DOLFTC Merger Guidelines § 0.1.

¥ See, e.g., ATET Verizon Wireless Order o1 § 49; AT&T- Centennial Order, 24 FCC Red at 139421 59; Verizon
Wiraless- ALLTEL Order, 13 FCC Red ar 17486 9 BS; Cingular-AT&T Wirgiess Order, 19 FOC Rod ar 215800 150.

% Cov. e.9., AT&T-Verizon Wireless Order at] 59; AT&T-Centennial Order, 24 FCC Rod al 13942 9 S9; Verizon
Wireless- ALLTEL Order, 23 FOC Red at 17486 8S; Cingular-AT&T Wireless Order, 19 FCC Red st 215809 151;
DOSAFTC Merger Guidelines 8 211
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Ihe market.””! We take the possibility of coordinated interaction into account n our analysis of markets
identified by cur initial screens by carefully scruliinzing, #meng ather variables, the presence and
capacity of rival carriers. As discussed in orders concerm g previous lremsactions, these general findings
underpin the markel-by-market analysis discussed below.'

C. Market-by-Market Analysis
1. Analytical Standard

17. In this section, we examing the effecrs of the ransaction on the two local markers
idenitified by the initial screen.’” In underiaking this market-by-market analysis, we consider variables
rhat are important for predicling the incentive and ability of service providers to successfully resirict
¢ompetition on price or non-price lerms through eoordinated interaction, and the incentive and ability of
the merged entity unilarerally to clevale prices or suppress oulpuc.'™ These include: the rotal number of
rival service providers; the number of rival firms that cap offet comperitive nanonwide service plans; the
coverage of Lhe tirms' respective networks; rhe rival firms' marked shares; the merged entity’s post-
trapsaclion markel thane and how that share changes as 8 resull of the wangaction; the amount of spectrum
suitable for the provision of mobile wlephony/broadband services controlled by the combined enbty; and
the spectrumn holdings of each of the rival service providers.”™ In reaching determinations, we balance
these factors oo a imarket-specific basis, and constder the lotality of the circumstances in each market.™
We dexive marke shares and HHIs from our analysia of dala compiled in our NRUF datatmse. We derive
network coverage from Ametican Roamer and U.S. Cansus dals, and we obtain spectruit holdings from
our licensing darabases and the Applicalion. [n addition, we examine data from oor LINF datahase'™’
through December 30, 2008." We also ronside the uniformity of compelitive condilions in each
markel. Thas, in some insiances, we mey find thur the transaction is nor harmfu) to competiion in a
market if ithe potential harm is contined to & smadl erelave in the markei, and rhis harm is likely to be
ameliorated hy the more favorahle compebitive conditions in most of the market.'®

M Sor ATET-Verizon Wireless Order a1l 62; ATAT-Cantennial Order, 24 POC Red ar 13942 61; Verizon
Wireless-ALLTEL Order, 23 FOC Red a1 17487 1 90; Cingular-AT& T Wircless Onder, 19 FOC Red a1 21580-86
] 150-164. '

152 See, e.5., AT&T-Verizon Wireless Order aL 62; ATAT-Centennia! Order, 24 FCC Red ar 139424 61; Verizon
Wiretess-ALLTEL Order, 23 PCC Rod at 17487 1 90; Cingular-AT&T Wiretess Order, 19 FCC Rod at 21649 App.
D.

1% gee, ek, AT&T-Verizan Wireless Order a9 63; ATAT-Censennial Order, 24 FCC Bod s 13948 4 13; Verizon |
Wireless-ALLTEL Onder, 23 FCC Bod a1 17487-88q 91; Spriny Nextel-Clearwire Order, 23 FUC Rod o L7602 0 79
Cingrlar-AT&T Wireless Order, 19 FCC Red or 21649 App. D.

1 Cee, e.q. ATAT-Verizon Wirelass Order aL 63; ATAT-Centennial Order, 24 FCC Red at 13048 175, Verizon
Wirelsss-ALLTEL Order, 23 FCC Red at 17487-88 9 31; Sprint Nextel-Clearwire Onder, 23 FCC Red a1 17602  79;
Cingutar-ATA&T Wereless Order, 19 FCC Red ar 2135399 9 184-200.

5 S, & g, ATRT-Verizon Wireless Order st 63; Verizon Wireless-ALLTEL Order, 23 FCC Red al 17487 1 91.
1% See, e.g., AT&T-Verizon Wireless Qrder al] 63, Verizon Wireless-ALLTEL Order, 23 FOC Red a1 17487 91,
¥ This infarmation is provided 1o the Comniasion by NeuSuar.

' This information includes each insmace of a customer porting a phene mumber ffom pne mobile provider Lo
enciher, and indicales both Ihe origio and desuination provider.

1% See, e.g., ATET-Verizon Wireless Order 311 63 ATAT-Centennial Order, 24 FUC Red a1 139489 75 n 288:
Verizon Wirslags-ALLTEL Order, 23 FCC Red ar 17488 1 92: Sprinr Nexwel-Clearwire Order, 23 PULC Fed at
17560239 Bl Cingalor-ATAT Wireless Order, 19 FUC Rod a1 21595 9 190.
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2, Resolis of Market-Specific Analysis

48, After performing a market-by-market analysis. we find thal, in the two markecs ideatified
by the initial screen, competitive harms are unlikely. Posl-transactian in each of these two merkets, there
are a sulficient nunber of competitars present with tharoughly boili-oul necrworks and the abihiy ts offer
campetitive service. We cohelude, based on the various partumlar Jacis in each of these two markets, that
Ibe propased Lransaction would be vnlikely to make il profitable for ¥erzon Wireless to raise prices and
resinici sutpol of (o engage in cocrdina®d actions with another provider. The presence and capacity of
rival service providers are such in these markets that the respanse of these providees would likely be
suificient to deter any unilateral aclions by Verizon Wireless."™® Below is a rpore detailed analysis of the
rwo markels ideotified biy the mitial screen.

49, CMAI74. The Lafayette, Loviviana CMA was flagged only by the HHI screen. This
CMA is nan-rural’®’ and is cornprised of two parishes. In lerms of warket share and population caveted,
the number of competitors would be ceduced from five to four.”™ and there would be no chanpe in Lhe
purnber of competitors covering a least 50 percent of the land area™ [n this CMA, AT&T is by far the
largest provider, with more than [REDACTED] percent marked share. The transaction would combine
Venzon Wireless, the [REDACTED] largast pravider in terms of markeat share (with [REDACTED]
percent market ghare), and Centennial Cellular, the [REDACTED] largest provider (with (REDACTED]
percent market dhare). The cowbined entity would have a market share of approaimately [REDACTEDL.
The other two competilors in the marker, Sprint Neaiel and T-Mobile, hold an approximate
[REDACTED] and [RED ACTED] percent share, respectively. Verizon Wireless's acquisition of the
divestinire assets in this CMA would meke it a stronger competitor egainst AT&T in this markel. In
particular, Verizon Wireless's coverage in this CMA would increase, especially in the St Marlin Pansh.
wiich would provide it with a sironger presence in the CMA. Purther, there are two providers olhey than
ATE&T - i.e, Sponl Nexiel apd T-Mobile — with sufficient presence and capacity to discipline the market
if Verizon Wireless behaves in an apticompeditive manner.

50. CMA459. The Lowsiana 6 — berville CMA wag alse identified coly by the HHI screen.
This CMA i ruml" and is comprised of four parishes. In werms of market share, the nunber of
competilors would be reduced from four to three. '™ With respect Lo population covered, this transaction
would result in the number of campetitors being reduced from five Lo foor, and there would be no change
10 the number of competilars covering al least 50 percent of e land area. Az in CMA 174 Lafayetia,
Louisiana, AT&T is by far the largest provader in this CMA, with more then 8 [REDACTED) percent
market share, while (he remaining five providers” merket shares fall [REDACTED] and [REDACTEDY)
percent. Further, in this market, AT&T i3 the caly provider thel covers more than 50 percent of the {apd
srea. This wansaction would combine Venizon Wireless, the [REDACTED] largest provider in lerms of
markel share (with [REDACTED] percent markei share), and Centennsal Cellular, the [REDACTED]
largest provider (with [REDACTED) percent merket share). The combined entty would have a '
combined market share of approximately [REDACTED] percent, which is still significandy less than

190 cee ATAT-Verizon Wireless Order a1 § 64; Verizon Wireless- ALLTEL Order, 23 FCC Red ar 17490-91 §98;
Sprine Nextel-(Tearwire Order, T3 FCC Rad at 17603 1 82.

1 This CM.A has & populaton of sppron:malzly 239,000 and » populadon densily of 220 POPs per squate mile.
12 This reflects service providers with markel shares of [REDACTED] percent o7 greater.

'3 Verizon Wireless's nerwork covers less Lhan 30 percenc of (e land aren.

1% This CMA bas a poputation of approximately 183,000 and a population density of 78 POPs per square mile.

T This reflects service providers with markel shares of [REDACTED] perceat or mrezler.
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AT&T s markel share. Sprint Nextel, Lhe pnly other compeutor with more than 4 [REDACTED] percent
share, would hold an approximate [REDACTED) percent inarket share. Verizon Wireless's acquisition
of the divestimre assels in this CMA would improve Verizon Wireless's pasition in the markel and allow
il to compete more effectively with AT&T. Although T-Mobile has a market share of less than
[REDACTED] percent, its network covers approximarEly §1 percent of the population, and its land area
coverage is comparable (0 the other providers in the market (other than AT&T s land area coverage). T-
Mobile Lherefore would be in a posisen (o discipline the market if Verizon Wireless behaves in an
aniicompetilive manner.

V1. POTENTIAL PUBLIC INTEREST BENEFITS

51. In addition ro assessing the polential compelilive harma of the propossd Verizon
Wireless-AT&T transaction, the Comunission has also conmdered whether the proposed assignment and
transfer of contral of the subject winelers licenses and relaled mthonizations held by AT&T are likely o
. generate veriliable, transaction-specific public interest benefis.”™ In doimg ao, the Commission has asked
whether Verizon Wircleas waould he able, and wonld be likely, to pursue business simiegies resulting in
demonetrable and verifiable benefits 1o consumners that would not be pursued bt for the transaction.'®
As discussed below, we find Lhat the proposed transaction is likely (o result in certain wansactiou-specific
public interest benelits. We reach this conclusion, however, recognizing thal it is difficult for us o
precisely quantify either the magnitude of or the time period in which these benefits will be realized.'®

A. Analytieal Framework

52 The Commission kas recognizad that “[e]fficiencies generated through a merger can
mitigale competitive harms if such efliciencies enhance the merged firm’s ability and incentive Lo
commpete and therefore result in lower prices, improved quality of service, enhanced service or new
produces.™"® This same analysis applies to an acquisition of asseis like that contemplated by the proposed
transaction before ue, Huder Commission precedent, the Applicants bear the burden of demonstrating
thar lh::, ‘Eﬂ‘&'ﬂﬂﬁl public interest benafits of the propoeed transaction outweigh Lhe potential public interest
harms.

53, The Cammission applies several criteria in deciding whether a claimed benefit shoald be
considered and weighed agninst potential harme. Firsl, the claimed benefit must be transaction-specific.
Second, the claimed benefit mast be verifiable, Because much of the information relaling w the potential
benehis of a mansaciiow is in the sole possession of the applicants, they are required o provide sufficient

18 See, e, ATET Verizon Wirelesr Order al '] 73; ATAT- Centennial Order, 24 FCC Bod az 13953 1 87: Verizon
Wirelere- ALLTEL Order, 13 FOC Bod at 17495 ] 114: Sprirt Nextel-Clearwire Order, 23 FCC Red at 176149 113
Cingular-ATAT Wirelesr Order, V9 FOC Red m 215949 1 201.

15 Cee, e, ATET Verizon Wireless Order a1 | 73, ATET-Centennial Order, 24 FOC Bd at 13953  B7; Verdion
Wirglass-ALLTEL Onder, 23 FCC Red a1 174959 114; Sprint Nextel-Clearwire Order, 23 FCC Red at 176140 113
Cingular-AT&T Wirefess Order, 19 FCC Red a1 215949 1 201.

168 Koz, e.g., ATAT Vertron Wireless Order a1l 1 T, ATAT-Centenrial Order, 24 FOU Bod at 13957 1 BB; Veriron
Wireless-ALLTEL Onder, 23 FCC Rod a1 174959 1LS.

19 B o, AT&T-Verizon Wireless Order 81 1 T4, AT&T-Centennial Order, 24 FCC Rad 5t 13953  89: Verizon
Wireless-ALLTEL Order, 23 FOC Red a1 17495 116; Sprint Nextel-Clearwire Order, 23 FCC Red at 17614 115;
Cingular-AT&T Wireless Order, 19 PCC Bed ar 21599 9 20, see also DETC Merger Guidelines § 4.

1 Kee, &g, ATAT-Verizon Wireless Order al'] 74; ATET-Centenniad Order, 24 PO Bed a1 13953 7 39 Verizon
Wircless-ALLTEL Order, 23 FCC Bed a1 174959 | 16; Sprint Nexfel-Clearwire Ordar, 23 FOC Red a1 176159 115;
Cingular-ATAT Wireless Order, 19 FCC Red at 215999 20d.
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evidence suEForting each claimed benafit so that the Couunission can verify 118 hkelihood and
magnitude.’” In addition, "the magnitude of benefits musi be calcnlated net of the cost of achieving
them.”'™ Furthermare, &3 the Commission has explained, “benefits that are Ip occur only in the distant
Murure may he discounted or disrmssed because, among other Lhings, predictions aboul the more distam
future are ivherenlly more speculative than predictions aboul events thal are expecied 10 occor cloger ta
the present.”'™ Third, the Commission has slated that it “will more likely find marginal cost reductians to
be cognizable then reduclians in fited cosL™ ™ The Commission has justified this crlerion on the Frnund
that, in general, reductions hn marginal cost are more likely to result in lower prices for consamers.

54,  Pinally, the Commiseion applies a “sitding scale approach” o evaluating benefit
claiins.”™ Under this sliding scale approach. where potential harms eppear “both subsLantial and likely, a
demonstration of claimed benefits also musl reveal 9 higher degree of magnitude and likelihood than we
would otherwise demand.”” Conversely, where polensial harms sppear less likely and Jess substantial,
as ig the case here, we will accept a lesser showing Ip approve the Lransaction.'”

B. DMscussion

53. The Applicanls assert thar the proposed transaciion will serve the public interest as
aubscribers in the acquired CMAS will receive a grealer variery of service offerings and more extenaive
caverage than whal is currently available to them.'™ Specifically, Verizon Wireless will offer these

" Sea, o.g.. AT&T-Verizon Wireless Order al'] 75; AT&T-Ceniennial Order, 24 FCC Rod ax 13953 § 90; Verizon
Wireless- ALLTEL Onder, 23 POC Rod 20 17496 9 117; Sprine Nedel-Clearwire Order, 23 FCC Red al 17615 1 116;
Cingutar-ATET Wirelass Order, 19 BT Red ac 216007 205,

U2 g g, AT&T - Verizon Wireless Order m ] 75, AT&T-Cemtennial Order, 24 FOC Rod ar 13954 4 9% Verigtan
Wireless-ALLTEL Grder, 23 POC Red st 17496 Y 117; Sprint Nextel-Clearwire Order, 23 FCC Rod at 17615 1 LL6:
Cingular-AT&T Wireless Qrder, 19 FCC Red a1 21600 4 245.

I E g., AT&T-Verigon Wirelesr Order at] 75, AT&T-Cemiennial Order, 24 FOC Red ar 12954 § 90, Verizon
Wireless-ALLTEL Grder, 23 PCC Red s 17496 Y 117; Sprins Nexel-Clearwire Order, 23 FCC Red ;0 176159 114
Citigular-AT&T Wireless Order, 19 FOC Red at 21600 q 205.

" E.g., AT&T-Verigon Wirelest Order ptq 75, AT&T-Centennial Order, 24 FCC Red ar 17954 § 90; Venizon
Wireless-ALLTEL Order, 23 FOC Red at 17496 1 117; Sprins Nexel-Clearwire Order, 23 FCC Red at 17615416
9 116; Cingutar-ATAT Wireiess Crder, 10 FCC Red ar 216009 2058, Sze alse DONFTC Merger Guidelines § 4.

175 See, e.g., AT&T. Verizon Wirelass Ordar a1'] 75, AT&T- Cenrennial Order, 24 FOC Red at 13954 0 91, Verizon
Wirelesr-ALLTEL Order, 13 FCC Red a1 174961 117; Sprind Negel-Clearwire Order, 23 FCC Red ar 17616 1 1146;
Cingular-AT&T Wireless Order, 19 FOC Red m 21600 § 206; see alve DOFFTC Merger Guidelines § 4.

™ oo, e.g., AT&T-Veriton Wiraless Crrder al'] 76; ATET- Centenadal Order, M POC Red at 13952 9 91; Verizon
Wireless-ALLTEL Onder, 23 FCC Bed al 17496 7 118; Sprins Meatel- Clegrwire Order, 23 FCC Bed st 17616 T 117
Cingutar- AT&T Wireless Order, 19 FCC Red 21 21600  206.

" g q., AT&T-Verizon Wireless Order atq 76; AT&T Censennial Order, 24 FCC Red at 13954 1 91; Verizon
Wiraless-ALLTEL Order, 23 FCC Red an 17496 9 118: Sprins Nextel-Clearwirs Order, 23 PCC Red at 17616117,
Cingiudar- ATAT Wireless Order, 19 FCC Red 81 216009 206. Cf DOJ/FTC Merger Guidelines § 4 (“The greater
the: potential adverse competitive effect of a merper . . . the greater mosl be cognizable efficiencies in order for the
Agency Lo conclude Lhar the merger will not have an anticompeditive effect in the relevan: market. When the
prriential adverse competitive effect of & merger is Likely 1o be particularly large, exiracrdinarily great cognizable
eiciencies would be necessary W prevenc the metger from, being anticompetitive.™.

'™ See, e.5., AT&T-Verizon Wireless Ordar at 1 76; AT&T- Centennial Ordar, 24 FCC Red a1 13954 Y 91; Veriron
Wireless-ALLTEL Order, 23 FCC Red ac 17497 4 118; Sprint Nextel- Clearwire Order, 23 FCC Red s 17616 T LL7.

1% Application, Public Interel Sisierment at &,
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customers & variety of service plans with data bundles and parkage offerings that include unlimited nights
and weekenda and unlimited mobile-lo-maobile minules with a cuslomer base of aver 91 wnillion
subscribers.™ Verizon Wireless’s rate plans include calling Featvres such as Caller [D, voicemail, call
forwarding, call waiting, and 3-way calling, which curenly are not available free of charge for
Centennial subscribers.® Some Verizon Wircless plans include five of len Friends & Family nuinbers at
no additional charge.'™

56. The necwork in the Centermial divestiture markels uses Global Sysiem for Mobile
Communicalions (“GSM™) rechnology with Enhanced Date Re1et for GSM Bvohmion 'EDGE'’) data
capability.’® The Applicants assert that when the acquired CMAs are integraled into Verizon Wireless's
CDMA perwork with Evelotion-Data Optimized (“EV-DCF") dala capability, the quelity of service will
improve dramarically, as the alfected cnstomers will be able Lo eecess Broadband Access™ on their
laplops, email, or PDAs, and Yerizon Wireless's VCasi™ Video and Muaic services on their wireless
phones.'* [REDACTED]'*® [REDACTED]™ In general, as a resull of Lhe integration, the proposed
transaction will enlarge the affected snbscribers’ in-uetwork calling community to approximalely 289
million.'" The Applicants claim that the subscribers will be able to take advantage of ialemational
roaming agreements in over 40 destinatious, and wireless service will be avm]able to them in 220
destinations as pact of Verizan Wireless's Global Phome Service offering.'™

57. The Applicants gcane chat the divestiaire cestomers with Verizon Wireless 3G-capable
handsets in those areas where EV-DO Lias been deployed will gain access 1o a broader rauge of high-
speed services and applications, such st Mobile Broadband al 3G speed aml VCast™ (inclading VCast™
Music and ¥ Cast™ Video), which offer conmnl from some of the country's most popular entertainment
and informalion sources.’™ The custamen with Verizon Wireless dala-capable handsets in all markets
will have access (0 localiop-based services auch as WZ Navigator and Family Locator, Mobile Web, Push
to Talk, Teal/Picture/Video Mestaging amul Get it Now Media Center, which provides a variety of games,
ringtoues, ringbeck topes, wnd applications.'™ Verizou Wireless will also offer Lo divestiture subscribers -
a variety of Blackberry and Smanphone solutions, including service plans for their leptops.'

3B, The Applicants claim thal the divesiitare subscribers will be able w choose from a preater

% Application. Publi= Interesd Suaement a1 6. See atso Yerizon Wireless Informacon Request Response az 13,
Yl verizon W ireless Information Request Response at 12,
18 yerizan Wireless Enfarmarion Request Response al 12.

183 AT&T Informarion Request Responss az 4. The total number of postpaid and epaid subscribers in these CMAs
was [REDACTED] a5 of the date of the consummation of the AT&T-Centennial merger. fd.

18 Application, Poblic Interest Statement a2 6-7,
'8 Verizon Wireleas Information Request Response at 7. Verizon Wireless will [REDACTED). id a 8.
1% etizun Wireless Information Request Respomee at?. Yerion Wireless states thal |REDACTED]. id
¥ Application, Public Interest Statemerd at. 7.
"2 Application, Public Interest Statemerd at. 7.
'® Yerizon Wireless Enfarmatiun Requesl Response al 14,

1™ o srizen Wireless Information Requesi Responee st 14. Centennial currenily does not offer Mobile Broadband,
Push m Talk, Location Based Services, or Lhe rumber of games, ringlones, ringback Wwnes, apd ol applicaticns
available froin Verizon Wireless. Id al 15.

! Yerizon Wireless [nformarion Request Response al 14,
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variely of wireless devices.!™ Moreaver, under the Vernzon Wireleas Open Developmen! Initistive, the
divestture custome s will be able (o use any device Lhal meews the company’s published wechnical
standards. '™

59: The Applicanie asgert thal existing Verizon Wireless customers will be able to benefit
from expanded coverage in the acquired geographic areas, a< almost half of the 1.2 million POPs coverad
by the sysienis being acquired are in areas nal covered by Venzon Wireless's existing PCS syslems in
these CMAg."™ The iransaclion will also ensble Verizon Wireless 10 obisin seamlass A-band cellalar
coverage throughout these CMAs. complementing Verizon Wireless's existing A-band cellvlar coverage
in Lwo countied in CMA459 Louistana 6 — [berville.' Lastly, the Applicants state tha the proposed
mransaction will enable Verlzon Wireless 1o eater the market in the affected license areas as a stronger and
maore effective competitor.'™ '

C. Conclusion

60. As noted above, we concluded that competitive harms are unlikely as a result of the
proposed Uansaciion. Ad a result, we require a lesser showing of public interest benefils by Lhe
Applicants. In Lhe end, we conclide, based on the record before v and as discuaced abowe, that this
tranaaction is likely ro resull in meaningful ansaction- specific public interest beoefis thal support grant
of the Commission’s approval to the proposed transaction.

VIL OTHER ISSUES
A. Roaming

61, Background. Roaming occurt when Lhe subscriber of one CMES provider usvels beyond
the service area of that provider and uses Lhe faclhties of another CMRS provider to place an oulgoing
call, 1o receive an incorming call, ot ko continue an in-pregress call.'” Under the Commission’s avivmatic
roaming roles, upon a reasonahle request, CMRS carriers are gbligated ta provide anlomatic roaming lo
any technologicalty compatible, facilities-based CMRS carrier on reasonable and not unreasonably
~ discriminatory terms and conditions, pursuant to sections 201 and 202 af the Commmmnications Act,'™
The zutomatic roaming obligations extend to real ime, two-way switclied voice and data service that is

m. Application, Public Interest Siaement at 7.
1% Application, Public 1nieres Stavement at 7,
1™ Application. Public Interest Sialement ar 8.
1% Application, Public Interest Siatement at 3.
156 Applicatian, Public Interest Statement at 9.

¥ See. £ g, ATAT-Verizon Wireless Order 1 4 87; AT&T-Centennial Order, 24 FCC Rod al 13963 T 120;
Cingular-AT &T Wirelars Order, 19 FCC Red ar 21586 T 166; s2¢ alse Reexaminanon of Roaming Obligations of
Commercial Mobile Radie Service Providers, Automatic and Manwd Roeming Obligations Pertgining mm
Commerrial Mobile Radic Services, WT Docket Nos. 05-265, 00- 193, Memwrandum Opinion and Order gnd Morice
af Proposed Rulemaking, 20 FOC Red 15047, 15048 4 2 (2005).

W47 CER, § 20.12(d). See afse ATAT-Verizon Wireless Order at  88; Reexamination of Roaming Obligatians of
Commercial Mobile Radio Service Providerg and Other Providers of Motule Data Sarvices, W1 Diocket No. 05-265,
Order on Reconsideration and Seeond Further Notice of Propoased Rulemaking, 25 FCC Red 4181, 41907 1R
(201L0) (“Roaming Order on Reconsideration” and “Daia Roaming Sécond Further Notice™ respecively);
Eeexamination of Roaming Ohlipations of Commercial Mabile Radio Service Providers, WT Dockel No. 65-144,
Report and Order and Further Notice af Prapesed Rulemakng, 22 FOC Red 15817, 158269 23 (2007 ("' Roaming
Report and Order” and “Data Roaming Further Notice,” respeetively).
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interconnected with the public switched nerwork.'® It also applies to push-a-1alk and (ext messaging
services oftered by CMRS carriers.*™ There currenily is na rule impasing an auromatic roaming
obligation wilh respect 1o data service provided wichaut intereonnection Lo the public switched
network, ™"

62, In its Petition to Deny, Celluler South canteads that Yerizau Wireless has not tmely
complied wilh a roaming conditiou in the Verizon Wireless-ALLTEL Order™ Cellular South argues
that, following consummalion of the Verizon-ALLTEL transacuon in January 2009, Cellular Soih has
repeatedly requesied that Verizon Wireless impleisent data coaning wich Cellular Soath m the former
ALLTEL markeis based on the conditions in lhe Verizon Wireless ALLTEL Order ™ Celluler South
contends Lhat, despite ils numercas requests, ils requests were met with nepeaced delays ™ [n a more
recent updale filing in the record, on the implementation of daia roaming in the former ALLTEL
properties,”™ Cellular South states that, as of February 2010, it custamers have been able to have CDMA
1X data rcaming in the former ALLTEL markets Verizon Wireleas acquired.”™ With respect io higher
speed EV-DO dala roaming, it states (hat it is currenlly in a testimg stage in the same markets, and that, if
the lesting s seccessful, EV-DO data roaming could be available ta customers by August 20107 In its
Reply and the mos| recent supplemental fling, Cellular Soulh requess chat the Commission pastpone
action on these applications unlil Yerizon Wireless has takeu all sieps necessary 10 enable dala roaning
wilh Cellular Sonth in the former AT TEL markets, or, at a mnimem, conditian any cousent on
requiring Verizon Wireless (o cerify complelion of all aclions necessary on ils parf (o facililare dara
roamning with Cellular South in the former ALLTEL markets.”™

W47 CER. § 20.12(a}2). See also Roaming Order o Reconsideration.
0 49 C.ER. § 20.12(a}2).

3 fn the 2007 Dara Roariing Further Notice, he Commissiim sought commenlt on whe ther it shonld exiend the
autamatic roaming obligation m non-imerconpected services ar featmes, including services thal have been classified
as informarion gervices offered by CMRS camiers. Dara Roaming Further Notice, 22 FOC Red at 1584547 77-
Bl. Inthe 2010 Dara Roaming Second Further Notice, the Commission soaghl commem on broadening (he scope of
the proceeding w pan-CMRS providers and whether 10 extend roaming obligations 1o dat services thal are provided
- withowdl ineercennection wo the public swilebed nerwork — including mobile hroadband seTvices. Duara Roaming
Sapcond Further Notice, 25 FOC Red at 4212 ¥ 62. The data roaming proceeding is pending,

A8 Ceflular South Petition w Deny at 4-5.

28 Cellular Sovth Petilion o Depy at 5. Specifically, Cellular South cites the comdition that Verizon Wirkless give
ench “regional, small andfor rural carrier that currenUy bas roaming agreements with poth ALL TFL snd ¥erizon
Wireless . . . the option Lo select either agreement Lo govern all roaming maffic between il and post-merger Yerizon
Wireless™ and slaes thal Cellular South 2lected wo apply im roaming agreement with ¥erizon Wireless. which
includes armong other things data roaming, Lo all its roaming waffic. Cellular Scuth Pedton 1 Deny & 4-5: s alro
Cellular South Reply ar 2.

¥ Cellnlar South Petition to Deny al 5. Prior o Celluler South filing its ieply comments, Cellular South received 3
signed docnment fromn Verizon Wireless Lo exiend the carrenl aulbmasdic 1oarming agreewnen| heltween ¥ erizon
Wirelezs and Cellolar Sputh for voice and dala services. Celln/ai Somh Reply st 3 n.3.

X8 Cellular South Supplement w Reply a1 2,
% Celluler South Supplement 1o Reply ar 2.
7 Cellular South Supplement 1o Reply a1 2.
28 Celluler South Reply al 3; see afre Cellular Sooth Supplement m Reply a1 2.
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63, In responee, the Applicams assen that Ceilular South’s ¢laims relate Lo a prior transaclion
aud different markets, and are therefore unrelated 1o the peoposed transaction.™ The Applicants also
conlend thal they have been working with Cellular South to imnplement dats roamiog in the former
ALLTEL iemilory, bul stale thar implementing dala roaming is a complex task that involves significant
time and regources 1o inregrate and upgrade both l.he Cellular Scuth ard the former ALLTEL networks Lo
support dale roaming.*'”

65, Dircussion. While Cellular South raises an jiinportant jseue, we find thar this roaming
issne is not related to any specific hann arising out of this ransaction.”’! The Commiteion has held that it
will impose condilions only to remedy harms (hal arige [ron a trangecton (i.e., ransacuon-specific
harms) and that are relaizd 1o the Commirsion's responsibilities under the Communjcatious Act and
related statules.”’? Forthermare, Cellular South’s most recent supplemental filing indicates progress has
been made o implement date roaming in the former ALLTEL markets that Venzon Wirsless acquired.
Specifically, CDMA 1X dals roaring is now available to Cellulor South’s subscrbers in those merkets,
and oagoing tesring 13 proceeding with respect Lo the higher speed EV-DO dala roaniing in the same
markets with the expeclation thar that service will be available to subscribers by August 2010. Thus. it
appears Lhar these 15sues have been, or are very close to being. reselved. We find no reason Lo further
delay approval of chis transactiou.

A. Handset Availalility and Exclusive Hundset Agreemenis

65.  Cellular South states that the Cormmission should prohibit exclosive handset agreements
betwesn wirzless carriers aml handset mamifac orers thal have a snhsteoial adverse effact ou Lhe
provisien of wireless lelecommunicarions service or resolt in an impairment of CMRS compelition.”"
Specihcally, Cellular South raises the concern that if émall ar regional carmery, such as itself, are
prevented from offering the muul deatrable handsets, Lhey will not rermain cowpetiive with carrient such
as AT&T aml Verizon Wireless.”™ [n response to the Commission’s finding in previous merger orders
that such conditions are nat aarrowly 1ailored 4o prevent a transaction-specific hapm, Cellular Soath
asserts thal the Commirsion previonsly lias engaged in similar de facto rulemaking or regulation by
conditon.”™ Cellular Soulb urges the Commission Lo defer action on the propoesed ramsaction until the
issues reganding exclosive handeet apreemenls are resolved, or impose a condinon 10 prohibit AT&T and
Verizon Wireless from enlering inic an any rew exclusive hamlsel agreements unlil the resoluiion of he
separate exclusive handset proceeding.

™ Jaint Opposition at 4.
20 Joine Oppositian al §-6.

M See ATAT-Verizon Wireless Order ary 101; AT&T-Centennial Order, 25 FOC Red ar 1309 9 132; Verizon
Wirsless-ALLTEL Order, 13 FOC Red al 17525 179; Cingular-AT&T Wireless Ordar, 19 FOC Rod ar 21591
q 180; Roaming Report and Order, 22 FCC Red ar 158229 13.

D2 gee, ¢.g.. ATAT-Verizon Wireless Order a1 101; AT&T-Ceniennial Order, 24 FCC Red ai 13929 § 30; Verizon
Wirglegr-ALLTEL Order, 23 POC Red al 17463 1 29: Sprint Nextel-Clearwire Order, 23 FCC Red a1 1715829 22-
Cingular-AT&T Wiraiers Order, 19 FCC Rad ;1 21546 T 43.

3 Cellular South Pediion (o Deny ar 7.
M4 pllular South Petition 1o Deny at 7; see alro Cellular South Reply ar 3.

3 Cellular South Petition o Deny ar 8. Cellojar South contznds ihat the Commission previously eogaged in de
faco rulemsking or regnlation by condition in the Yerizan Wireless-ALLTEL Order. Cellular Scuth Petition wo
Deny ar B,

€ Cellular South Reply st 4.
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66, In response, (he Applicants alale thar Cellular Sonth'a propased prohibition on exchusive
handsct arrangements regarding oply the Applicams would ham the public interest * Specifically, the
Applicants contend that snch a condiion wonld constrain the Applicants' abiliry to campete with other -
licensees as well as discourage the Applicants frow investing in Lthe development of new and innovative
devices, thus harming consumers.”’® The Applicants urge the Commission to dismiss Cellular South's
request for relief because il is unrelaled b the Emposed transaction and, instead, consider the exclusive
handser issues in an industry-wide proceeding.’”

67. The Commission was presenled with similar concerns and requesis for relief during its
considerarion of the AT&T and Centennial merger™ and the recent treusaction involying the ramsler of
79 narkels from Verizon Wireless 10 AT&T.®! As we-did in those proceedings, we find here that Lhe
proposed conditions regarding exclusive handset agreements are not narrowly taitored to prevent a
wansaction-spesific harm.™ We find instead that the proposed conditions would apply broadly across the
industry and are therefore more appropriate for a Commission proceeding where all interested indvstry
parties have an opportunity to fite commenis.” RCA has filed a petition asking the Commission to
review exclusive handset agreements on an industry-wide basis; ™" based on a full record in that
procesding, the Commissian will be able (0 determine whether any aclion is needed in this area, and if go,
1o develop & comprehensive approach rthat addresses exclusive handset agreements.™ We therefore
decline o grant Cellular Scuth's reqnest 1o defer action on the pending ransaction until the exclasive
handset arangement issues are resolved, or o iinpose conditions on AT&T and Verizon Wireless io limir
Lheir ability D enter into exclusive handset arrangements mitil the indusiry-wide proceeding is concluded.

C. Cortomer Transilon Maiters

8. In evaluating this tansaction, we seek 10 ensure that Verizon Wireless's ransition of
cuctomers from a GSM nerwork to 2 CDMA network is as successful as possible with minimal disreption
b costomers. To ensure a smooth transition for these classes of customers, we generally expect
epplicants’ transition plans 1o provide for certain reasonable accommodations to subscribers of divested
business units, such as maintaining networks and quality of service, and providing coroparable
replacement hardsets and rate plans, Verizon Wireless states (hat it has exiensive experience in smoothly
trangitioning customers it acquires in transactions.®® Verizon Wireless further states that reasanahle
efforts will be made Lo give divestiture GSM network subscribers an equivalent or betier raie plan ™

rik)

Teant Opposition ac 7.
8 oine Oppaoaition ar 7.

M Jeine Oppaoaition ar 7.

B Qor ATAT Cemreanial Order, 24 FCC Roed at 139717294 139-141.

2 See AT&T-Verizon Wireless Crder at 1 102-104.

2 Qee AT&T-Verizon Wireless Order st Y 10d; AT&T-Centennial Onder, 34 POC Rodd at 13072 ] 141,
P gee ATET-Verizon Wireless Order sl § 104; AT&T-Centennial Ovder, 24 POC Rod a1 13072 ] 141

24 gee Rural Cellular Associarion Perition for Bulemaking Regarding Excluaivity Armngemenis Belween
Commercial Wireless Carriers and Handeet Manufacturers, RM-1 1497 (filed May 20, 2008); Wirelegs
Telecommunications Bureau Seels Comment on Petidon [or Rulemaking Regarding Bxcloeivily Arrangements
Between Commercial Wireless Carriers and Handser Manuofacmrers, Publie Notice, 23 FOUC Red 14873 (2008).

5 Qee AT&T—Vzrizan Wireless Order al] 10d; ATE&T-Centennial Onder, 24 FCC Red at 139729 141,
= Application, Public Interesl Statemen, at 8.

™ Verizan Wireless Information Fequest Response a 12,
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Divestiture GSM neowork subscribers will also be provided wilh a selection of comparable replacement
haudsets [REDACTED].™ Verizon Wireless asserts (hal the service offerings will remain Lhe saine
before the tansition, and after the transiton, divestiture GSM network suhscribers will experience the
expanded service offerings™ offered by Verizon Wireless 2

(0. Tronsition Framewoerk. Verizon Wireless provided a copy of its Transition Services
Agreemnent (“TSA"") with AT&T and its transilion plans pursuant lo (he Information Request ™ The TSA
addresses a wide range of funclions, such as customer care, network services, collections, retail stores,
sales reporting, and supply chain management.™ The TSA specifies that AT&T will provide transition
services for a period of 12 months, effective frow the date of e TSA 2

70, Length of Transition. With respect to the length of the ransition, Verizon Wireless stales thal -
il plana 10 complete its CDMA network in the Divesiiture Markels ar the latest [REDACTED] following
the closing of the proposed transaction.™ Verizon Wireless further explains that it wonld then transition
the divestiture GSM network subscribers o Lhe new CDIMA neowork: the following month, and they will
be converied 1o Verizon Wireless [REDACTED].™ After a cuslomer is converted, Verizon Wireless
stares ihat the divestiture subscribers will be able to use their CDMA handsets that next marning, ™
[REDACTED)™

T1. Service. Venzon Wireless slales thal the GSM network will be maintained al the same level
as 11 will exist a1 the clasing of the proposed trangaction untl the divestimre GSM network subscribers are
transiioned to Lthe Verizan Wireless CDMA network parsuant to the terms of the TSA.™ Following
transition to the CDMA network, Venzon Wireless meintains thal the divestiture GSM nelwark
subscribers will enjoy comparable or upgraded service. ™

T2, Handretr. Verizon Wireless slales thal ihe divestimre G5M network sobscribers will be
offered a selection of comparable hasdsers [REDACTED]. > [REDACTED]*! Verizon Wireless slates

28 Yerizon Wireless Information Request Response al. &-7.
? [REDACTEDY) Verizon Wireless Information Request. Response ac 5.

0 yerizon Wireless Information Requesl Response ac 5. [REDACTED] Verizon Wireless Information Request
Response al. 5.

B 1 etter from Nancy 1. Victory, Wiley Rein LLP, Counsel [or Verizon Wireless, o Marlene H. Dorich, Secretary,
Federal Communications Commission (July 21, 2010) (“Verizon Wileless Supplement 1o Informalion Request
Response™). :

B2 See generally Verizon Wireless Snpplement w Information Requesi. Response.

™ Verizom Wireless Supplement 1o Information Reqoest Respomse, 1.5 44 1.2, 3.1.

4 yerizon Wireleds Information Request Responge o 4,

P Verizon Wireless Information Requesi Response ar 4, 11.

P8 verizon Wireless Information Request Response al 4-5.

7 Yerizon Wireless Information Requent Response ne 4,

M8 yerizon Wireless Information Requent Response al. 5.

D9 yerizon Wireless Infarmation Request Response ac 7-8. See supra Section VI, Porenual Public Inierest Benefits,

M0 vrerizn Wireless Information Request Response ac 6. Verizon Wireless erates thae divestiture costomers
[REDACTED]. Verizon Wireless Information Reques: Response al 7.

ML erizon Wireless states that [REDACTED]. Verizon Wireless Information Request Response 2t 6.

)|
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that i will begin Lthe ordering process for divestlure GSM network subscriberz to select their CDMA
handssts approximately (REDACTED].*®

73. Pricing. Venrizon Wireless etases that reasonzble efforts will be made wo give divesuture GSM
nerwork subscribers an equivalent or betier rate plan.** Divestture subscribers may elect w upgrade
their service plan eithec prior w or after the coaversion, although Verizon Wireless slales that this conld
r2suit in a price increase ¥ nherwise, divesiture subscribers, Verizon Wireless slales,
(REDACTED].™

14, Early Terminanon Fees. Verizon Wirsless siales thal divestimree GSM network subscribers
for whom Yerizon Wirzless ia unable to provide an equivalent or better rate plan will be permitted to
lermunele their existing service contract withoue paying an carly lermination fee (ETF) because these
customers will have experiencad a malerial chenge to their service.

15. Prepaid Cusromers. Verizon Wireless stales that prepaid customers will be [REDACTED].
Prepaid customers, Verizon Wireless explains, will be offered a replacement handsel [REDACTED] "

T76. G3M Nerwork. Following consummation of the proposed transaction, Verizon Wireless
slates that it will inlegrate The acquired GSM network into its pre-existing CDMA PCS network.®
Duning the integration, Verizon Wireless asserts thar it will collocate CDMA equipment (“GSM/CDMA
averlay™) on many of the existing towers, while continning to operate the GSM network for a period of
lime o permit a smooth customer migration to the CDMA network,*® Until the divestiture subscribers
are transiboned 1 the CDOMA network, Venzon Wireless states that the GSM network wil! be maintained
al Lthe same level as it will exist at the closing of the proposed transaction. ™

7. Discussion. Bazed upon the record before ns, we anticipare a smooth transition of the
divestiture properties. Verizon Wirsless has experience in lransitioning customers il acquires in
urangactions, and we believe they have the experience and resources to ensure a smoath transition. At the
same (ime, we will monitor the sitnelton in the service areas 1o ensure that the transilion is smocth and is
in the public inlerest ' :

D. Trafficking

78,  Backgrownd. Section 1.948{) of the Commission’s Rules stales that “(a]pplications for
approval of assignment or rangfer may be reviewed by the Commiszion to determnine if the lransaction is
for purposes of rafficking in service authorizatious. ™' The rule defines trafficking as “obtaining or

2 Verizon Wireless Information Request Response al 16, Verizon Wiretess siales Lhat handsel offerings
|IREDACTED]. Veriron Wireless Informalion Ragoest Response at 16.

* v erzon Wireless Information Request Reaponse a1 13,
* Yerizon Wireless Ioformation REJ:]IJEI!-EI. Response al 12,

™ Verizon Wireless Infarmatinn Request Response al 17,

3 \erizan Wireless Information Request Response at 12. [REDACTED] Verizon Wireless Infarmation Reguest
Reaponse a1 12.

*® Verizon Wircless infcurpation Request Response at 1.
U Applicalion, Publc loleres! Slaemenl a1 8,

s Appliration. Public Ipleresl Staemen al 8.

0 v erizen Wireless Loformation Request Keaponse al 3.
M A7 CER § 19480,

L]
L]
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atlempting to obiain an authorizadon for the principal purpoese of speculation or profilable resale of the
anthorization rather than l'ur lhc provision of lelecormmunication services o ihe public or for the
licensee's own private use.’ ! The anli-trafficking rules provide thal Cﬁmmlssmn review [or the
purposes of determining whether aafficking has occurred is discretionary. ™

79. Cellular Sonth azserts, similarly ta the claims it made with respect o the recent AT&T-
Verizon Wireleas franaacnion, that the Commuission should investigate whether AT&T engaged in
tafficking with respect to the licenses (hat are inciuded in Lhe instan! transection.™ Because in these gix
markets AT&T seeks Lo divest business vnis aud related anthorizelions it had acquired in ts merger with
Cenveanial, Celluler South argues that the Commisgion ahould inguire into wherther AT&T acquired
Centennial’e licenses for the principal purpose of immediately resellin ing them for a profit™* Cellutar
South alto requests thal the applications be designaled far & hearing.

BO. The Applicants assen that AT&T had no choice but 1o acquice rhe subject icenses in the
process of acquiring Cenlennial, and its decision 1o sell the licenses “was prompted b",’ issues raised in the
anlitrust review of the mansaction and was an gffort to expedite regularory review."™" In addinon, they
argne that the agti-trafficking rule is not aimed at ¥subsequent sale of constructsd facilities gequired at a
markel price.”™ Cellular South respands that the language of section 1.548(i} broadly applies to any
grand or request for & grant of mdio authorizations.™ It also claims that the Commission’s decisions cited
by the Applicants do not Jimil the agplication of the anti-trafficking rale.™ Celiwlar South reilerates its
claim that a hearing is required 1o determine whether AT&T sought to obtain the subject licensess with

¥ 47 CF.R. ¥ 1.94%:X1). The Commission may require applicants (o subﬁl an affirmalive showing
demonstradog thal Lhe assignar or transferor did ool scquire the authorization for the principal pupose of
speculslion or profitable resale of the autharization. 47 C.RR. § L948{1)(2).

47 CFR.§ 1948() (slaring that “[a]pplications for spproval of assignment of wansfer sury be reviewed by Lhe
Conpniasion 1o determine i the wansardon is for purpeses of rafficking in service mnharirations” (emphasis
added)).

¥ Cellular Seuth Perition s 8-10. As noted above, the Commission required AT&T o divest busiess viits in
seven markels in connection wilh v ecquisition of Cenlennial. AT&T- Cemleanial Order, 24 FOC Bed at 13961

q 111. The instant applications inclde five af those marketss The divesticure of the budiness urrit in CMASOL wag
requized by the DOJ. See L5.5. v. ATRT and Centennial ar 2; DOJ AT&T-Ceniennial Competicive [mpacl Statement
ar 10-13.

Y cellular South Petiion at $-10.
% Cellular South Petition a1 10.
7 Joim Opposition & 8.

2% Joinl Opposition & & (emphasis in ariginal) (citing Year 2000 Bieanial Regularmy Review — Amendment of Pan
22 of die Comumission's Rules 1o Modity or Eliminate Cadaoad Fuls Arfecting tha Cellilar Radicielephons
Service and Crher Commercial Mobile Radio Services, WT Deckel No. 01-108, Report and Order, 17 FCLU Red
18401, 13437 4 72 (2002) {“2000 Biennial Regulatory Review™), and Fotbearance From Applying Provigions of Lhe
Communicalions Ao m Wireless Telecommunications Carriers, WT Dacker No. 98- 100, First Reporf and Order, 15
FCC Ruxd 17414, 174299 33 (2000) ("Farbearace Order).

% See Cellular South Reply at 5.

0 See Ceilular South Beply at 6 n.10 (stming that while the Forbearance Order noied that the Commission would
rarely review autharizanions obtaiped in an auction becatse Lhe initial licenses are required 10 pay marker price far
licenses acquired in auction, the Applicams are noc the initial licensees, nor did they a-:quue the subject licenzes in
avctian).

3
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the intenr 1o resell them al 2 pmﬁt,“‘

81.  The subject applications conlaiu only cellular and point-{o-pownt inicrowave licenses. Al
of the cellular licenses included in the inslanl transaction werg ewarded parsuant W randow selecnion {or
loneries).

B2 Drscussicn. We find, a3 dvd the Commmussion in Lhe ATET Verizon Wireless Order, thal
Cellular South’s claimns regarding vielaliop of our anri-uafficking policies are based on an apparent
misunderstanding of the applicable rules and pelicies ™ Former section 22.943 of the Commission’s
Rules addressed limitations on assignments and transfers of cellular autherizations. *®® This section
provided that *[a]pplications for consent 1o transfer of conte] or assignment of avthorization in the
Cellular Radiotelephone Service are subject w the provisions of Sec. 22,139 [the then applicable rule
regarding trafficking)."™** ‘This section, however, algo exempted “|a)pplications for consent ro ansfer of
control or assignment of a cellular mthorization cbhtamead by random selection, afizr commencemen: of
service,” among others, from the application of 1he then anii-bafficking rule.”™ Thus, Jonuer section
22.943 Ity its terms excluded from the definilion of impermirsible tafficking the transfer of cellular
licenses awarded pursuant w random selection apd where service liad commenced. The Commission
explained that il adopted the mle in order “to balance Lhe public interest in liberal ransferalulity of
licenses with a means (0 deter insincere applicars from speculaion on unbuilt facilifes.™ Smce all of
the cellnlar liceuses in the instanl applications were awarded by randem selection and (be nesessary
construction cbligations were satisfied for these licenses well before they were acquired by AT&T, there
can be no mafficking concern regandimg these licenses.

33, The subject applications alse include point-lo-point microwave licenses under Fart 101 of
our rules. The Applicams state Lhat all of the anthorizalions included in Lhe subjest applications involve
constructed facilities. ™ However, even if any of the paint-lo-point microwave facililies arc not
constructed, sections 101.55¢a) and (d) of our rules make clear that vuconstructed point-16-point
microwave facilities may be transferred where the transfer s incidental Lo a sale of other facilities or
-merger of imerests,”™ The transfer of any unconstructed poimt-to-point inicrowave facibities as part of

1 Cpe Cellular South Reply at 6-8.

22 Cee AT&T-Verlzon Wireless Order st 151.
) 47 CFR § 22943 (1997).

#4 47 CRR. § 22.943(a) (1997).

5 47 CER. § 22.943(aX2) (1997).

% 2000 Bienmial Regulatory Review, 17 FCC Red at 184359 72, See alse Year 2000 Biennial Regulatory Review
-~ Amendment of Part 22 of the Commission’s Rules To Modify or Eliminate Qutdated Rules Affecting the Celinlar
Radiotelephone Service and Other Commeretal Mobile Radio Services, WT Docket No. 01-108, Mofice of Proposed
Rulemaking, 16 FCC Bed 11169, 11195 q 64 {2001) (“The cellular anti-trafficking rules specifically permit the
transfer of cellutar licenses awarded by lottery after construction. This policy was intended to balance the public
interest in efficient uee of the spectrum through free transferability of licenses with a deterrent for insincere
applicants to speculate in unbuilt facilities.”); Amendment of the Commission's Rules To Allow the Selection froa
Among Munally Exclusive Competing Cellular Applications Using Random Selection or Loteries hisiead of
Comparative Hearings, CC Docket No, 83-1096, Report and Order, 98 FC.C. 2d 175, 217 177 (1984} (“cellular
ticenses awarded by lottery will be rransferable after eongtruction without regard Lo 2 minimnm license holding
period™).

! Application, Public Interest Ststement ar 15.

™2 47 CF.R § 101.55(d).
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this transaction clearly would be incidental 1o the sale of oiker licentes and associated business units, and
thus would fall under the wafficking exemption pravided in gection 101.55(d).

84. The Commission has made clear that the wansler of cellular licenses awanded pursuant 1o
randorn selection and that have been construcied, and the wansfer of point-to-point Ticenses incidental 1o &
sale of other facilites, do not {all within proscribed wafficking in Comnmission licenses, We thus Aind that
‘the transfer of the subject cellular and point-to-point 1nicrowsave licenses from ATET Lo Verizon Wireless
does not mise any wrafficking coocemns.

E. Ex Parte Statys of the Proceeding

85. Background. In the poblic notice seeking comment on the proposed (ransaction, the
Wireless Telecommunicabone Burean (“Burzav''), parsuand lo its agthorily under secrion L. 1200(a) of the
Comniission’s Rules,” annonnced (hat this proceeding would be govemed by permil-but-disclose ex
parte procedures that are applicable 1o proceedings under section 1. 1206 of the Commission's Rules. ™
In ils Petition for Reconsideration, Cellular South objects 10 the £x parfe stalus of the proceeding,
asserting Lhat the Bureau’s decision was & violation of section 1.1208 of ihe Commission’s Rules and
section 309(d} ol the Communicatiims Act, a5 well as procedorel and due process rights. !

6. Discussiom This is the third time CeBalar South has raised these arguments before Lhe
Comnrnission. The Commuasion has recently addressed them in the AT&T-Vertzon Wirelesy Order and
AT&T-Centennial Order™ The Commission concladed in both orders that, in what otherwise would be
a restricisd proceeding under section 11208, the Commission and its siaff have the discrehon to apply
permnit-but-disclose ex parre procedures upder section 1.1206 if the agency or ity staff determine Lhat Lhe
proceeding “involves parmarily issues of broadly applicable policy "™~ Those orders staled that the
Commission has previously determined Lhal sinnlar transactions involving large providers of
telecommmnicatjons servces “involve([] broad public policy issues and we reaffirm that judgment
bere.”™ The Commission also noted that permit-but-disclose ex parte procedures hove been applied in
the majoriry of recent merger cases,”* and the public policy degermination underlying the decision Lo use

¥ 47 CER. § 1.12008).
M 47 CER.§1.1206. Sre alto Comment Public Notice, 24 FOC Red at 11316,
¥ See genernily Cellola South Petitica far Reconsideration.

T2 808 ATAT-Verizan Wireless Order at 91 154-160; AT&T-Centennial Order, 24 FOC Red a1 13976-18 9 153
157, :

*7 See ATAT.Veriton Wirelass Order atq 155, ciung 47 C. PR § 1.1208 n.2; AT&T-Centennial Order, 24 FOC
Red ar 13976-77 1 154,

M See, « g., “Permit Bt Disclose” Ex Parte Status Accomed t Proceeding Involving Applicsians Filed by
VYoicesrram Wireless Corporacen, Omrapoim Carpomation, Cook Inley¥ 5 GSM 1T FCS, LLC apd Cook Inlev'Vs
GEM I PCS, LLC for Consenl i Transker of Conirol ard Assignoent of Licenscs and Aulborizations, Prblic
Motice, 15 POC Bod 6939 (1999).

¥ See, e.g., AT&T Inc. and Ceptennial Communicariops Carp. Seek FOC Consem w Transfer Control of Licenses,
Leasing Arrangements, and Authorizations, WT Docket No, 08-246, Pablic Natice, 73 POC Red 179686 (2008);
Werizon Wireless and Atlantis Holdings LI.C Seek FCC Consen o Transler Licenses, Spectnm Manager and De
Facio Transfer Leasing Arrangements, and Aulhorizacons, and Request a Declaratery Ruling on Foreign
QOwnetship, WT Docket No. 0895, Public Norice, 23 FOC Red 10004 (2008); Sprint Nexiel Corporaton and
Clearwire Carporation Seek FOC Conseat o Transfer Control of Licenses and Aultherizations, WT Dackei No, 08-
94, Public Notice, 23 FOC Rod Y988 (2008).

i5




Federal Communications Commission — DA 16-1554

permmit-but-disclose ex parfe procedures for significant transactions is reflecled in o well-established
administrative practice.”

87, In addilion, we find, a3 the CD]'I'I.]TI.‘IS-EID]] did in the AT&T-Verizon Wireless Order and
AT&T-Centerviial Order, that the use of permit-but-disclose proceduces in this proceeding does not
violale the requirement of secdon 309¢d) of the Communicalions Act tial allegations of fact in petilions
to deny be supporied by an affidevit™ The affidavit requirement set fonh in Lhe section requires an
affidavit anly for peritions o deny and the applicant’s Tep [{ o such petitions, and does not apply o

malters which [the Commission) may officially notice,™ " a5 is the case here. We heheve Lhat we may
take official notice of the kind of policy-related concerns raised by Lhe ex parte [ilings.”™™ The purpose in
seeking public comment is to invile information froin e variety of perspeclives regerding broad public
policy concerns, as well as m adduce potential benefis and harmes the ransaction inay cause.

B8. Ax the Commissiou found in the AT&T-Verizon Wireless ALLTEL Order and ATET-
Cenrennial Order, we find here, that the yse of permit-bul-disclose procedures does not conflici with
olhee procedural rules applicable 1o tus praceeding or considerstions of dae pruceaa As way
comeluded in the two orders, the use of permit-but-disclose procedures serves to pive (he partiet adequate
notice of allegations conceming them and a fair opportumicy to respond.™  Ex parte presentations are
readily available on the Commizsion's web tit¢ on the Electronic Comment Filing System (“ECFS™) and
the Cfice of General Counsel Transaction Team web page, and can be accessed. reviewed, and
responded to in a timely manner by Cellular Sonth. Due process does not require more.

BQ. Cellular Sowh argoes again that Lhe barm caused by the ex parte stats of thit proceeding
will be exacerbated by the issuance of a “whelly-uniawful protective order.® The Commiskion cejested
the same argument o the AT&T- Verizon Wireless Order, explainimg that prulﬁcﬁ‘ie orders are used w
ensure the protection of mmpemwel}r gensitive information while 31i}| permitting limited disclosure Jor a
specific public purpose, * and thet they have been employed in a numbar of major wraasactions, wireleas
and otherwisa,

T8 Qaz ATET-Verizon Wircles: Orger sl 155, ATAT-Centenniat Order, 24 FOC Red ar 13976779 154,
T gee AT&T Vericon Wireless Ortter 2] 156; ATET- Centennial Order, 14 FOC Red ar 139779 155,
T 47 U.S.C. § 308(d)(2)-

T Ses Ciry of Erig v. Pap’r A M., 529 UK. 277, 198 (2000) (admirisiraiive agancy may take official notice of
“lepislative facia” withia its special knowledpe). citing FOC v. National Citieens Comm. for Broadcasting, 436 U.S.
775 (1978} (Commigsian’s expertise in predicting the anticompelilive impact of broadcasting co-owaerghip).

X0 Sae ATET Verizon Wireless Ordder a1 157; ATET-Centeanial Order, 24 FCC Red al 13977-789 156.

B See ATAT-Verizon Wareless Order acq 15T; AT&T.Centennial Order, 34 FCC Red at |3977-78 9 156, citing
Ameadment of 47 C.F.R. § 11200 e s2q. Concerning Ex Parte Presentationg in Commission Proceschnge, GC
Dockel No. 93-21, Notice of Propesed Rufemaking, 10 FCC Red 3240, 3241 9 20-22 (1995).

3 See Cleveland Bd. of Educ. v. Loudermifl, 470 U5, 532, 546 (1985) (“The essential requirements of dus process
.. &e Lolice and an opportanity 1o respond™).

3 Cellular South Perition for Reconsideration a1 15,
# Examination ol Curent Policy Concerning the Treaiment of Confidentisl Information Sobmitted Lo the
Commission, GC Dockzt No. 96-55, Report and Order, 13 BCC Red 24816, 245823-24, 34831329 9, 21 (1998).
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90. Lastly, Cellular South asserts again that the Comnmssion has in the past accepred ex parte
preseotarions without encugh tire for interested parties (o respond before the Commission took action.®
Cousisleot with the Commuasion’s decizons in the AT&T-Verizon Order and AT&T-Centennial Order,
we declime 10 addrass complaints abpul procedures in mgn‘iur proceedings,™ and note that a comprehensive
reexammination of onr ex parte practices is voderway.

F. Comment of WRJI 91.5 FM

91, WRIIL 91.5 FME objects to the Commission's grant of the priuptsed tiansaction, stating that
the Verizon Wireless failed ta "g:mride us with the service intended for por company, and cthis impeded
our ability to brosdcast on-air.”™ We note, however, that WERJL 21.5 FM's complaint constimiles a
privale contractwal maiter bewween WEIT1 91.5 FM and Verizon Wircless that is beyond the Cemmission's
juriediction. The Commission bas a long-standing policy o defer to siale and local coudts on private
contractual dispules. ™ We thus decline 10 intervene in or decide the dispute berween WRII 91,5 FM and
Verizon Wireless,

(x. Verizon Wireless Foreign Ownarship

92. Verizon Wireless requests a declantory rvbug, pursnant 1o section 310¢b)(4) of the
Communicarions Act, that the public inlerest would be served by extending ils current foreign ownership
ruling to encompass Zodiec, Lafayetie, and the cormmon carrier radio Brenses they will hold foltowing
their trapsfer of cantrol ro Verizon Wireless as g result of the proposed tansaction,™ We find, subjeci 1o
the condilians gpecified herein, thar the public imeresl would be served by exiending the currenl foreign
ownership ruling under section 310(b)(4), which 1he Commissian issued to Verizon Wireless in the
Vadafone-Bell Adantic Order ™ to Zodiac and Lafayete and to their wireless licenses. We conclude,
besed on ownership inflormation Verizon Wireless has submitted Lo the Commission, that its cuerent
[oreign ownership complies with that section 310(b)(4) ruling.

1. Review of Fnretgn Ownership Issoes _
_ 93, We review poder section 110¢{b){4) of the Communicelions Act and Commiesion nles
~ and policies established in the Foretgn Participation Order™” (he posl-transaction foreign ownership of
Zodiac and Lafayetie. As par of por foreign awmership analysis under section 310(b)(4), we conaider any
national security, law enforcemenl, fareign policy, or wade policy concemns raised by (he proposed

¥ Cellular South Petition for Reconsideralion at 22-24. Cellular Souh specifically ciles evenis related 1o the
Verizon Wireless- ALLTEL mansaction.

8 AT&T-Verizon Wirslsss Order al] 158, ATAT- Cemrennial Order, 14 FCC Red 2L 13978 157

7 Amendraenc of the Commistion’s Ex Parte Rules and Other Procedigal Rusles, GC Docket No. 1043, Notice of
Proposed Rulsmalking, 25 FCC Rod 2403 (20103,

8 wRI1 915 FM Comment at 1.
0 g, ¢.x.. Listrnery Guild v. Federal Communications Commission, 813 F.24 465 (D.C. Cir. 1957).

47 U.S.C. § 310(bX4). The pelirion fuor declaratory ruling is included in the namarive partion of the woster of
conirol appiicanions and has been assigned File No. ISP-FDR -200%0630-00004.

Bl Applicaions of Vodafone Air'Touch. Plc and Bell Atlantic Carporation far Consent Lo Transfer of Control or
Aggipament of Licenees and Avthorizabons, Mems randum Opinion and Grdar, 15 FOC Red 16507, 16514119
(WTHE/IB 2000) (“Vodafore.Bell Atlantic Order').

2 gus Rules and Policies on Foreign Participalion 1o e ULS. Telecommunicaliony Market, Report aad Onder and
Qrder an Recorsideration, [B Docket Nos. ¥7-142 and $5-27, 12 FOC Red 23891 (1997) (“Foreign Participation
Order”), Order on Recorsiderarion, 15 FOC Red 18158 r2000).
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transfer of 1::|:mtl'l|::l.1'lrf':1 Section 310(b)(4) of the Communications Act establishes a 25 percenl beprhmark
for mvestment by foreign individuals, corporations, and governments in U.5.-organized enuibes that
control U.S. common carrier radio licensees.™ This section of the Communications Act also granls Ibe
Commission discretion to allow higher levels of [oreign ownership if it determaines thot snch ownership is
not inconsistent with the public interest™ The presence of aggregated alien equity or voling ibtercsis in
a common carrier licensee’s parent in excess of 25 percent triggers the applicabilily of section 310(b)(4)"s
slaruiory beachinark. ™ Once the benchinark is wiggered, section 310(h){(4) directs the Coonnnssion m
determine whether the “public interest will be served by the refusal or revocation of such License ™

B, [n the Foreign Participation Order, the Commissiom concluded thas the public interest
wonld be served by penmuitling greater invesiment by individuals or enlilies from World Trade
COrganizalion {"WTQO") Member countries io U.5. common camer and asronantical fixed and seronantical
en rovte radio Hiceasees.™ Therefore, with respect 1< indirect foreign investment from WTO Members,
the Commrsicn adopted a rebunable presumplion thet such iovestment generally raises no competitive
concems. ™ Becavse the Comruission Las previously issued a foreign ownership roling to Verizon
Wireless under section 310(b)(4}, we consider in this proceeding whether Yerizon Wireless reunains in
compliance with thal ruliog and, if so, whelher it is appropriate Lo extend Yerizon Wireless's current
rulivg {o encomopase Zodie: and Lafayetwe and the camman carrier radio licenses they will hold following
the proposed trensaciion. . ’

_ 95, As discossed above, Verizan Wireless is a genecal partnecship of which 55 percenl is

indirecUly owned by Venzou apd the remaining 45 percent is indirectly owned by Vodafone. Vetizon and
¥odafope hold Ibeir partnership inlerese in Yerimn Wiceleas through numerous imermediate subsidiaries
prganized nodes the Jaws of Luxembourg, the Netherlands, and the United Kiugdom, all of which are
WTO Memnber countries, and the United States *® Verimn ia & widely-held, publicly-traded company
orgarized in the Uniled Stales, Vodafone is & widely-held, publicly-iraded company organized in the
Uniled Kingdom.™

B See Foreign Participation Order, 12 FOC Red 21 23918-21 1 59-66. [n assessing the public inlerest, we consider
ihe record and accord the approponte level of deference o Executive Branch expertse on these issues. See id

T4 A7 U5.C. 4 3100bX4).
B,

4 See Applicatians of BBC License Subsidiary L.P. (Assignor) and SF Hanolulo Sobsidiary, Tne. (Assignee), ef al,
Memorardum Opinion ard Order, 10 FCC Roed 10968, 10973-74 1 25 (1995). .

¥ 47 U5, § 310(B)(4).
8 Foreign Participation Order, 12 FOC Red ar 23896, 23913, 23940 | 9, 50, 111-112.

2 14, w1 23913, 23940 °H 50, 111-112. The Camumission stated, in the Foreign Paricipaios Order, tha il will
deny an application if i1 finds that mors than 25 percent of the owpership of an enlity that contrels a common carrier
radic licenses 8 altribulable 1o parties wheose principal place(s) of business are 10 non-W 10 Member countries that
do vox ofler effective competitive opportunities to 1.5, investors in the particular service sesior in which the
applicanz secks o compete in the U.S. market, unless other public interest considerstions cutweigh tha findiog, See
id al 239446 §131.

MSee Cellco Partnership, Form 602, File No. 0003031455 (Aug. 12, 2009) (providing the curreat awnemhp
slrucmre},

M See Applications of Cellco Paninership d/bfa Verizon Wirelass and Rurml Cello)ar Corparation, WT Dockes, No.
7-208, Memorandum Opinion ard Order and Declargtory Ruling, 23 FCC Bed 13463, 125237 145 (2008}
“Verieon Wireless-RCC Order™. To support its reqoested mling, Vedzon Wireleas relies on pwnership
(continoed,. .}
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96. In the ¥odafore-Bell Ailantic Order issued in 2000, the Commission antherized Verizon
Wireless “1o be indirectly owned by Vodafone in an amonnt up ta 65.1 percent.**® The Conunission
srated thar Verizan Wireless “would need additional Commission authority under section 310(by(4) before
Vodafone could increase its investment above authorized levels'™ and thal “[a)dditional authoriey alse
watild be required before any other foreign entity of entities acquire, in the aggregate, a greater-than-25
percent indirect interest” in Verizon Wireless * For purposes of calculating the additional, aggregate 25
percent amount, Yerzon Wireless is required 1o include foreigh ownership of Yeozon and foreign
‘1:.-11.-1|.-rne.rﬁhi;:;1I Digf Vodafone, other than ovnership of Vodafone from the Uniled Sialea snd Lhe Upiced
Kingdom.

97. We conclude on (his record that cument {oreign owlership of Yerizon Wirneless is not
inconeislent wilh Lhe foreign ownership ruling issued in the Vodafone-Bell Atantic Order. The irsant
Pelition relizs on the April B, 2008 detailed showing made by Verzon Wireless to the Commission in the
Yerizon Wireleys- ROC proceeding to demonstrate that its foreipn ownership remained within the
paramelers of its foreign ownership ruling.”™ The bensficial awnership information (hat Vedafone and
Verizon gathered for that proceeding indicates that non-U.S., won-U.K. ownership of Vodalone {14.55
percear), weether with non-1.S. ownership of Yerizon (8.65 percent), is below the 25 percent agpregate
allowance specified in the Verizon Wireless raling for suclr ownership and, thus, complies with thet
mling.*” We find the beneficidl ownership information (hat Verizon Wireless hes submited for
Vodafone and Yerizon sufficient 1o demonstrate compliance with its section 310(b)(4) reling for the same
reasons diecussad in the Verizon Wireless-RCC Onder, ™™

98. We therefare find that Verizon Wireless is emtilled Lo a rebutiable presumption that,
following consummatica of the proposed transacticn, the indirect foreign ownership in Zodiac and
Lafayene wonld not post & risk to compedtion in the U5, marke!. We find no evidence in the cecord that
rebuts Lhis presumption and, es we explained above, we find no basis to conclude that the proposed
transaction is likely to harm competition,™® In addilion, we lave received no opposition Lo or cormment

(Continued from previoos page) —
information it submitted w e Commiesion in the Verizon Wireless ROC proceeding. See Application, Peblic
Inierest Staement ag 11 n.19 (cidog Leuer from Nancy J. Vicwocy, Counsel for Verizon Wireless, 10 Marlene B
Dorich, Secretary, Federa! Commusmications Commirsion, WT Docket No. 77-208, DA 07-4192 {Apr. 8§, 2008)
(“April 8, 2008 Lettes")).

* yodafane.Bell Alantic Order, |3 FCC Rod et 16514 19. The Commussion has extended this raling o cover the
AWS services, see International Authorizations Grented, File No. ISP-FDOR-2006061%-00013, Public Notice, 21
FCC Rod 13575 (IB 2006), and permitied Verizon Wireless to acquire ownership interests in other common carmiers,
aee, £.4., Verizon Wireless-ALLTEL Order, 231 FCC Red 17444; Verizon Wireless-RCOC Order, 23FCC Red 124683,
Applications of Northcoast Commumnications, LLC and Ceilco Partnership d/b/s Verizon Wirelegs, WT Dockel No.
03-1%, Memorgndum Opirion and Order, 18 FCC Red 6490, 64529 6 & n.15 (COWDYWTH 2003),

N Vodafone-Bell Arantic Order, 15 FCC Red a1 165147 19.
™,
2 Lee id. er 16514719 p.34,

3 See April §, 2008 Leter alL 2-3. The beneficial ownarship informalion for Wodalone is current as of .Eabruu'y 19,
MNE, and Lthe beorficial ownership mformuation fer Yerizon ja currenc as of Marzh 3, 2008, See id.

37 Gpu Verizon Wireless-RCC Order, 23 FOC Red at 12525 4 148 n.473,

¥ See id a1 73 FCC Red at 12525 9] 147-148. Ser also Verizon Wireless-ALLTEL Order, 23 .FCC Raid er 13445
q 226.

% cee supra paras. 48.50; see also Foreign Participation Order, 12 FOC Red ai 23905-05 @ 33-41.
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on the applications From the Executive Branch.’'® Accardingly, pursuant ta section 310(b)}(4) of che
Communicatons Act and the rules and palicies estallished in the Forsign Paniciparion Order, we find
that it is ia the public interest w extend Verizon Wireless's sectton 3 10(h)(4) foreign awnership ruling to
cover Zodiac and Lalayelte and their wireless Licenses.

2. Declaratory Ruling

99, Accordingly, this declaratocy ruling permits Verizon Wireless to acquire up w and
including L0 percent of the equity and voting interesta in Zodiac and Lafayente subject 10 the terma and
conditions of the ruliug issued in the Yodafore-Bell Atlanne Order"" We riterate, 28 aiated in oor
previous rulings, that Verizon Wireless has an affirmative duty to monitor its foreign equity and voting
interests, calculate these interests consistent with the attnbuwtion panciples enunciated by the Commission,
and oltherwise ensure comlinoing renipliance with Lhe provisians of section 310(h){4) of the
Comnunications Act.”"?

H Internetivoal Domipant Carrier Safeguards

100, The Applican|s scek consept Io the partial assighment of intermalional section 214
avthority held by Centennial Io Zodiac.”'? As part of our public inlerest analysis under section 214(a) of
the Communicstoos Act, we condider wheiher, upon copsanmanion of the proposed mransacion, Zodiac
will become affilialed with a foreign camier Lhat has markel power on the foreign end of 8 U.S.
internatcnal roote that il will have avtheorty 1o serve purspant 10 the intermaional eeclion 214 aithonty
thal will be assigned.”™ Under roles adopted in Lhe Foreign Participazion Order, the Commission
classifies a U S. cervier as "dominany” op a particular route if il 14, or is afhlialed wilh, a foreign carrier
that hes marke| pewes on the foreign end of that route.™"”

10].  Following rensummabion of The proposed trapsaction, Zodisc will becorme affiliaed,

" We notr that Verizon Wireless is a paty o ap Agrecmenl dmed December 14, 1999, as amended Mareh 27,
2008, hetween Verizea (Former)y, Bell Alankic Corpuraton), Vedalone, ard Yenizon Wirsless, on the one hand,
and the U.S. Depariment of Defense, the V.S, Deparioent of Justice, the Fedrra! Bunsn of Investigation, and the
U.5. Departmenl of Homeland Securicy, ca the clher. See Verizon Wireless- ROC Orader, 23 POC Red m 1252628
1 152-153. Venzom Wireless scknowledges that Lhe licenses that will be beld by Zodise and Lafaye e will be
sobject o thal agreemenl Appbicstion, Public Inicrest Stagmeni ot 15-16.

! vodafone-Bet Avlantic Order, 13 FCC Red = 165149 19,

*12 Mobile Suirliite ¥Yeonwes Subsidiary LLC and SkyTera Comnmpumications, loc., Pedtion for Declarainry Ruling
Under Secdon 310b) of the Copununications Act ol 1934, a Amended, File No. 1SP-PDR- 200703 14-00004, -
Declaratory Ruling, 23 FCC Rcd 3436, 4443 |6 (2008); Yerizon Communicmians, Ine., Trancfernt, and Aménca
Mdvil, 5.A. de C. V., Transferee, Application fur Autherity o Trapsfer Conrol of Telecommuanicacipnes de Puspip
Rico, Inc. (TELPRI), WT Docket No. 06-113. Memorardum Opinion and Order and Declararery Ruling, 22 FOC
Red 5195, 6225 4 58 (2007). -

2 See File No. ITC-ASG-20000630-D0309 (partial asignmen! rom Centennia] Comnmunications Corp. 10 Zodine
Newco, LLC). Zodiac will provide inlemational serace pursoanl (0 inlermational Secion 2 14 antharization File No.
ITC-214-20100621-00260. Centenmial will conbiaue o provide jplemanonal service Lo ile TEMAIDIDE CUSIOMers
purscant o ile existing international Seclion 214 authcrization, TTC-214- 19971062 3- 00579, S0404-DO138.

14 47 U.S.C. § 214(a).

N3 Foreign Participation Order, 12 FCC Red ol 73991-99 Y 215, 221-36. A camier clarsified as dominant.on a
particolar U.S. inlernational roule due to en affilianen with 6 Jareipn camer thal has marker power on the foreign
end af the route is sulgject w specific inlemadonal dominant carrier safegnards sei farth in section 63.10 of the mles.
47 CRR § 63.10(c), (e).
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within the meaning of section 63.09 of the Comemission's rulea,™ with Verizon Wireless and Vodafone
and the foreign carmiars with which Verizan Wireless and Vodafone are affilinsted.'"” Pursaant co section
63.10 of the Commission’s mies, Zodiac requests “non-damnant” status upon consummation of the
transaclon for all of the routes except the 1.5.-Ghana route ™® We find thet Zodiae hat demonatraled
ihal foreign carriers affiliated with Verizon Wireless and Vodafone do not have market power on Lhe
foreign eud of Lhe vanous roules, with the excepion of the U.S.-Ghana roume. We therefome wall claasify
Zopdiar as nen-domunant ¢n Lhoge roules.

102.  With respect o the 1).5.-Ghana route. Zodine agrees 1o be clagnified as dominani and
comply wilb the dorninant carier safeguands set forth in section 63.10 of the Commirzion's mles. >
Accordiogly, pursuant 1o seclion 214(8) of the Communications Act and section 63.10 of the
Conurassion’ s rules, we conditon our grani of the intemational section 214 assignment applicRiions on
the classificalion of Zodiac as a dominant camier on the U.S.-Ghana rmute.

¥III. CONCLUSION

103, Ve find thal competitive harms are nnlikely at a resnlr of the proposed ransacion and
that the proposed tranraciion i3 Jikely 1o resull in transechon-apecific public interest beasfits. Moregver,
we conclude thal, coneisient with the Commiseion's mient m the ATAT-Centennial Order, the propossd
transfer of the Jicenses and business units associated with six markels from AT&T to Venron Wireless
will promote competition and provide consumers with addilional wireless services in a nurnber of markets
arcund the counry. Accordingly, we conclude that the granl of the subject aksignment and ansfer of
conirol epplications will merve the public imerest.

IX. ORDERING CLAUSES

104, Accordingly, having reviewed the applicatons, the petitions, and the recard in thix
matrer, IT IS ORDERED Lhat, pursuani 1o seclions 4{i) and (j), 214, 309, 310(b), and 310(c) of the
Cormmunications Act of 1934, as amensded, 47 V.8.C. §§ 154{1), (j), 214, 309, 31Kb}, 310{d}, the
applicetions for the assighment or transfer of conmel of licenses and parial assignment of wnternational
secton 214 antherzagons from AT&T Ine. and certain of il mobeidiaries 1o Zodiac Newco, LLC, as
owned and conmollad by Cellco Parmership d/ba Verizon Wireless, are GRANTED, o the extent
specified in Lhis Memerandum Opinion and Order and Declaratory Buling.

105. IT IS FURTHER ORDERED (hat, purmuant to section 214 of the Commenicalions Act of
1934, an amended, 47 US.C. § 214, and secnon 63,18 of the Commission’s roles, 47 CFR. § 63.1E,
Zodiac Newco, LLC is autborized 1o provide facilines-based imemalional service in eccordance with
section 63.18(eX1) of rhe Commission's nales and resale international service in accordance with section
63.18(e)(2) of the Commissicn's rules, 47 C.F.R. § 63.13(e)(1), (2), pursurans to imemational Saction 214
anthorizalion File No. TTC-21a-20100621-002560.

106. IT IS FURTHER ORDERED thal, porsnani to seclion 214 of the Communications Act of
1934, ar amended, 47 U.S.C. § 214, and section 63.10 of the Comimisaion’s roles, 47 C.F.R. § 63.10,
Zodiac Newco, LLC SHALL BE C1 ASSIFTED as a dominant intemalional carrier in ils provision of

Mé 47 CER § 63.09.

M7 See 214 Application, Ant. 1 a1 4-6 (listof all the foreign carriers with which Verizon Wineless and Vodafone are
afiliated). :

N oee 214 Application, Ar. 1 a1 ?, ciling 47 C.RR. § 63.10.

1* See 214 Application, At 1 a7,
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secvice on the U.S.-Ghana roule effective upon consummation of the parlial assignment of inlerpabional
section 214 anthorily specified in this Memorandum Opinion and Order and Declaralory Ruling.

107. [T IS FURTHER ORDERED thar, pursuani lo sections 4(i) and-(j), and 3 10(b)(2} of the
Communications Act of 1934, as amended, 47 U.S.C. §§ 154(1), 154{j), 31((bX4), and seclion 1.2 of the
Comrmission’s rules, 47 C.F.R. § 1.2, the pefition for declaratory ruling filed by Cellco Partnership dh/a
Verizon Wireleas is GRANTED ta the extent specified in this Meorandum Opinion and Order and
Declaraiory Ruling.

108. IT 1S FURTHER ORDERED thar, pursuant 1o seclions 4(i) and (j), 214, 309, and 31(0(d)
of the Commpnications Act of 1934, es amended, 47 U.S.C. §§ 154(i), (j), 214, 309, 31({d), the Perition
to Deny the assignment and mansfer of control of licenses from ATAT Inc. 1o Calloo Partnership db/a
Verizon Wireleas Aled by Cellular Seanh, Ine 1 DENIED for (he reasons stated herein.

102.  IT 1S FURTHER ORDERED that, pursvant o sections 44i) and (j), 309, and 110(d) of
the Cominunicatiens Act of 1934, as ainended, 47 US.C. §§ 15401}, (J), 309, 310(d), the Pedtion for
Expedited Reconsideration filed by Cellular South, Inc. is DENIED for the neasons stared herein.

110. IT IS FURTHER ORDERED that the above grant shall include autharity for Cellco
Parmership dbYa Verizon Wireless to acquire contro] of: {a) any Jicense or sulhorization issued 1o
ATA&T, Inc. and its subsidiaries that is related 10 Lhe properties 1o be scquired by Celleo Parnership db/a
Verizon Wireless during rhe Commnission’s consideration of (he ransfer of rontrol spplications or the
period required for consemmaltion of the transaction following approval; (b} any consimcrion pemits that
are related 1o the properties wo be acquired by Cellco Pertpership d/bva Vesizon Wireless that matore imo
liceuses afler closing; and (c) applicalions that are related (o the properties Lo be acquired by Celleo
Parnersiip d/b/a Verizon Wireless thal are peuding at the rime of comsummation of the proposed transfer
of canural.

111.  IT IS FURTHER. ORDERED that this Memorandum Opinion and Order SHALL BE
FFFECTIVE upon adoption. Petitions for reconsideration under section [.106 of the Commission’s rules,
47 C.F.R. § 1.106, may be filed within thirnty days of the date of public notce of this Memorandum
Opinioa and Order. :

112.  This action is 1aken under delegated authority pursuanr to sections 0.131, 0.261, and
0.33] of the Commissions mles, 47 CFR. §5§0.13¢, 0.281,0.331.

FEDERAL COMMUNICATIONS COMMISSION

LA Ml _

Roth Milkran
Chief, Wireless Telecommunications Barean

Yoooak 204

Mindel I La Torme
Chief, Inlermarional Bureau

42




DA 10-1554

Federal Communicatdons Commisslon

APPENDIX A

- Map of Markets

seulq Arepunog YO [
sjeylely einjyseag]-eluusiuesyr] 9] y-uozuop Il

DRI A 04 L el 5 Az

LE

=

; o ﬂT
. L

uonoBsURI]
[BIUUSIURT-1 81 Y-UGILIAA

42



Federnl Commnnications Coavnisslon DA 10-153%4
. S ——

APPENDIX B
Applications Granted

Section 310(d) Applications

File No. ' Licengee Call Sign
O0DIBRET1R Lafayettr Cellular Telephane Campeny ENKA458
0003888722 Cenlennial Southeast License Company LLC KNKN&34
Section 214 Authorizationy

File No. ~ Apthorization Holde Anthorization Number

ITC-ASG-20090630-00309 Cenlennial Communications Carp. [TC-214-19970923-00579
ITC-214-20000817-00545



Federal Comumunieations Commision

DA 10-1554

APPENDIX ¢

Petiloners and Cammenters

" Petitions:

Cellular South, Inc.

Opposltion:

Venzon Wireless and AT&T Inc.

Reply:

Cellular South, Inc.
Comments and Ex Pars Filings

Telephone U5 A Invesiments, Inc.
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